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HILE the Western half of the United 
s s States produces 50 per cent of the na- 

Partial List of Contents tion’s minerals and contains 70 per cent of 

The Management Index our timber, it supports only 21 per cent of 
Strikes and the Public Interest our population and accounts for only 11 per 
The Yale Review cent of our manufacturing. Similarly, the 
What Management Is Asking Unions South, which is rich in fertile soil, timber, 
Fo! and potential hydroelectric power, contains 
Nation’s Richens only 20 per cent of our population and ac- 


1 ‘ counts for but 10 per cent of the nation’s 
Future Developments in Office Equip- manufacturing. These and like statistics are 
ment 


cited by the advocates of industrial decen- 
— Conference Proceedings: tralization, who point to lower power costs, 
1945, cheaper plant construction, and lower mu- 
You i Never Have A Strike—- nicipal tax levies as some of the advantages 
of decentralization. 
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by J. A. Krug in an abstract from The 
rvice American Magazine (Why Industry Should 
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Educational Programs for Employees credibly unjust” that 65 per cent of the 
2 E : Sik pene manufacturing industry should be concen- 
ee ee : trated in a region comprising less than 10 
Applying Wage Incentives to Plant per cent of our national area,. Mr. Krug 
Housekeeping . urges that the government convert war 
Factory Management and Mainte- plants which are now being closed so that 
nance the underprivileged regions of the nation be 
Principles of Efficient Territory Lay- given a chance to live. The author considers 
out it shortsighted to oppose decentralization on 
Sales Management the theory that it will destroy industry in 
The Postwar Price Structure the East; in the long run, he believes, de- 
Survey of Current Business centralization would enable us to distribute 
Accounting for Wartime Expenses and = factories throughout the nation without 
Sion epriving any region of productive oppor- 
The Journal of Accountancy tunity. 


And Others [HE rapid rise of unionism, together with 
ervey of Books for Executives the war, has created new and complex 
problems in labor relations, has accentuated 

When Foreman and Steward Bar- some old problems, and has even reopened 
gain issues which had been considered more or 
Reviewed by Harold B. Baker less settled. Four problems which stand out 
Counseling Methods for Personnel with particular significance are examined by 
Workers Sumner Slichter in an abstract from The 
Reviewed by W. J. Dickson Yale Review featured in this issue (Strikes 
Briefer Book Notes and the Public Interest). Professor Slich- 


ter explores what might be done to solve 
Publications Received ............+-.- 72 these basic problems. 
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Strikes and the Public Interest 


O a considerable extent, the recent 

upsurge of strikes and threats of 
strikes is a normal and temporary re- 
action from the war. A similar erup- 
tion followed World War I in both 
Britain and the United States. The 
pursuit of a no-strike and no-lockout 
policy (inevitable during the war) 
caused a multitude of unsettled issues 
to accumulate. The wage stabilization 
policy did the same thing. The lifting 
of wage controls, while a strong sellers’ 
market still remained, has naturally 
precipitated a host of wage demands. 
Finally, the reduction of overtime has 
aggravated the difficulties because out- 
put per man-hour has not risen suffici- 
ently to make possible an offsetting 
advance in wages without some rise in 
prices. 

Among the labor problems now con- 
fronting this country, four stand out 
with particular importance. One is 
how to restore or establish collective 
bargaining. A second major problem 
is how to protect the public from inter- 
ruptions to production. The third is 
how to improve the administration of 
labor agreements and how to develop 
satisfactory adherence to them by both 
employers and trade unions. Finally, 
the rapid growth of unions has created 
many rivalries among them and has 
accentuated jurisdictional conflicts. 

Let us examine the nature of these 


four basic problems and explore what 
might be done to solve them. 

How is collective bargaining to be 
restored? In a few industries its restor- 
ation must await the removal of price 
uncertainties, but in most industries 
where the unions are old and estab- 
lished, the removal of restrictions on 
strikes and on wage changes has been 
sufficient to bring about resumption of 
collective bargaining. Special problems 
are encountered in the cases of newly- 
organized companies. Almost anyone 
will now join a union if he thinks it 
may win him a wage increase. Unions 
built in this way do not command the 
loyalty and respect of their members 
as did the unions which were painfully 
built in the face of ruthless opposition 
from employers. Furthermore, the new 
members are likely to expect the union 
to get them far more than they are 
willing to strike for and to drop out if 
the organization falls far short of get- 
ting their demands. 

In the face of this situation, union 
leaders find themselves on the spot. If 
they accept a compromise commensu- 
rate with the bargaining power of the 
union, their pfestige with the rank and 
file will take a great drop, and many 
workers will quit the union. Under 
these conditions the officers become 
eager for the government to step in and 
“bail them out” by putting pressure on 
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employers to make a settlement more 
favorable to the workers than the union 
itself can exact. 

Some employers may take advantage 
of the doubtful allegiance of the union 
rank and file to “short-circuit” the 
union and announce wage advances 
which they think will satisfy the men 
and undermine their willingness to 
strike. Other employers may offer 
nothing in order to force the union to 
call an unwelcome strike or to accept 
a damaging compromise. All this, of 
course, is not collective bargaining. 
The union aims to bring about govern- 
ment intervention and a forced settle- 
ment ; the employer in some cases may 
seek to discredit the union, and, in any 
event, he endeavors to avoid making 
an offer which may be used against 
him in case the government intervenes. 

Collective bargaining will not de- 
velop if the rank and file insist that the 
union get them better conditions than 
the union’s members are willing to 
strike for and if the government aban- 
dons the role of a neutral and virtually 
compels employers to grant better 
terms than the union could win by 
bargaining. 

The second major question is, what 
can be done to protect the community 
against interruptions to production? 
Collective bargaining, if well done, 
should rarely result in an interruption 
to production or even the reference of 
disputes to arbitration. What is the 
basis for expecting collective bargain- 
ing to prevent strikes and lockouts? 
Simply that each side, if it has accurate 
knowledge of the willingness of the 
other side to fight rather than accept 
certain terms, is ready to accept the 
terms which will bring balance between 
the employer’s willingness to stand a 
shutdown and the union’s willingness 
to stand a strike. This statement is an 
oversimplification of a complicated situ- 
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ation, but it is essentially true and it 
has important practical implications. 

It is important to understand that 
the basis for peaceful settlements of 
negotiations is knowledge — knowl- 
edge, on the part of leaders and work- 
ers alike, of what the other side will 
accept rather than force a trial of 
strength. A spirit of realism and will- 
ingness to face facts honestly rather 
than go off on sprees of wishful think- 
ing is important in making collective 
bargaining work. Finally, successful 
collective bargaining presupposes cou- 
rageous leaders as well as astute ones. 

If negotiations break down, there 
should, obviously, be a source of media- 
tion. In order to give mediation a good 
opportunity to function, the director of 
the conciliation service should be 
authorized in cases of great emergency 
to require the maintenance of the status 
quo for a limited period, say 30 days, 
subject to the proviso that any settle- 
ment is retroactive. A period of delay 
may turn out to be either a “cooling 
off” period or a “heating up” period. 
This is a good reason for making the 
period of delay run only at the request 
of the director of the conciliation serv- 
ice. In ordinary circumstances, dis- 
putes are easier to settle before a strike 
or lockout, but this is not invariably 
true. 

When mediation fails, the obvious 
next step is to urge arbitration. If 
arbitration is urged too early in the 
discussions or in too large a proportion 
of cases, however, the expectation of 
arbitration will interfere with the suc- 
cess of mediation. 

If arbitration cannot produce a final 
settlement, boards of investigation are 
the next recourse. Members should 
be selected from the standing panel of 
arbitrators maintained by the concilia- 
tion service. One of the most impor- 
tant considerations with regard to fact- 
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finding boards is that the public and 
its representatives must be prepared to 
put strong pressure on both sides to 
accept emergency board awards, and 
that these awards must receive more 
respect than they have thus far been 
given. 

The third basic problem of industrial 
relations confronting this country, 
namely, improving the administration 
of labor agreements and developing 
satisfactory adherence to them, is the 
easiest of the four problems to solve. 
While the recent strikes reached an all- 
time high, most of these strikes occur- 
red without sanction of unions and 
represented the failure of workers to 
use the grievance machinery provided 
under the agreements. The bad record, 
however, is mainly a result of tempor- 
ary conditions. The strong sellers’ 
market during the recent war and the 
need for uninterrupted production 
played havoc with the administration 
of trade union agreements and with 
union discipline. Overworked man- 
agements allowed grievances to accu- 
mulate. In many plants stoppages were 
substituted for the use of regular griev- 
ance procedures. These wartime habits 
may persist for a year or two, but they 





will gradually disappear because both 


unions and employers will fight them. 


The fourth major labor problem con- 
fronting the country is the settlement 
of conflicting representation claims 
among unions. Some unions seem to 
be as much interested in organizing the 
organized as the unorganized. 

Individual workers are entitled to 
protection from being compelled by eco- 
nomic pressure to shift their union 
membership. Unions are entitled to 
protection against having their locals 
raided by rival unions. Finally, em- 
ployers must be protected against 
picketing, boycotts, and strikes to com- 
pel them to cease dealing with author- 
ized bargaining agents. A _ partial 
solution of the problem could be 
achieved by specifically authorizing the 
National Labor Relations Board to re- 
fuse elections or withhold bargaining 
rights if it finds unreasonable and un- 
warranted interference by one union 
with the members of another. Even 
these steps, however, do not provide a 
real solution of the problem. The real 
solution must come from within the 
labor movement itself. 

By Sumner H. SticutTer. The 
Yale Review, Winter, 1946, p. 207: 15. 





HE Father of Success is Work. 
The Mother of Success is Ambition. 
The Oldest son is Common Sense. 
Some of the other boys are Perseverance, Honesty, 
Thoroughness, Foresight, Enthusiasm, and Cooperation. 
The oldest daughter is Character. 
Some of her sisters are Cheerfulness, Loyalty, 
Courtesy, Care, Economy, Sincerity, and Harmony. 


The baby is Opportunity. 


Get well acquainted with the “old man’”—W ork— 
and you will be able to get along pretty well with 


all the rest of the family. 


—From an address by L. A. Williams before the Annual Confer- 
0 


ence of the Pacific 


rthwest Personnel Management Association 
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What Management Is Asking Unions For 


OR too long, collective bargaining 

has been regarded by too many 
union leaders—and accepted by too 
many employers—as a one-way proc- 
ess. Union leaders have been inclined 
to operate on the basis that: “The leg- 
islators intended collective bargaining 
as something for labor, not for the em- 
ployer. Besides, what concessions does 
labor have to offer?” Employers too 
often have approached collective bar- 
gaining with the feeling: “Well, here 
goes my shirt!” 

Increasingly, however, employers are 
beginning to discover that collective 
bargaining can be, and should be, a 
two-way proposition. The unions, in- 
stead of being entirely on the receiving 
end, do have something to offer—re- 
sponsibility in all dealings with the 
company. Today, more and more con- 
tracts contain clauses in which the 
union agrees to keep its hands off the 
management part of the business and 
specifically recognizes those who have 
the right to manage. 

Such clauses forbid the union to in- 
terfere with management’s right to 
manage; permit management to penal- 
ize the union and individual employees 
for wildcat strikes and slowdowns; 
pledge the union not to issue scurrilous 
statements about the company and its 
executives; forbid the union to coerce 
non-union employees into union mem- 
bership or to discriminate against such 
workers ; limit arbitration to interpreta- 
tion of the terms of the contract; for- 
bid the union to interfere when man- 
agement wants to install improved 
production methods. Moreover, in 


cases where the union abuses the privi~ 
leges it has been granted, the company 
takes back the concessions 
granted to the union. 


it has 
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Employers are not demanding con- 
cessions with the idea of “breaking” 
unions, They merely want something 
that will specify the “ground rules” 
when a dispute arises. They want 
grievances—and how they shall be set- 
tled—defined. Most of all, they want 
the unions to be responsible for part 
of the burden of making the agreement 
work, 

For example, a union at a Pennsyl- 
vania plant disputed the authority of a 
foreman to change the method of work. 
The company was able to point to a 
clause in the union agreement declar- 
ing (a) that foremen were part of man- 
agement and (b) that management had 
the undisputed right to determine by 
what method all work was to be done. 
The foreman had his way. 

Some weeks ago a midwestern com- 
pany was forced to lay off some of its 
workers because of cutbacks in war 
production. The union wanted man- 
agement to follow straight seniority in 
determining the order of layoffs. This 
meant that the company would lose 
some of its most valuable workers—- 
men it needed to help on reconversion. 
Fortunately, the employer had a clause 
in his contract to the effect that 10 per 
cent of the employees of his choosing 
were exempt from seniority regula- 
tions. He was able to keep his most 
efficient workers in all departments on 
the job. 

Perhaps it does not seem worth- 
while to ask certain small concessions 
from unions. One company, for ex- 
ample, reserved the right to determine 
when an employee should be permitted 
to have his vacation. That sounds 
picayune, but it can prevent disputes. 
If the clause were not in the contract, 
a key employee might decide to take 
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his vacation just when the company was 
trying to complete an important order 
or was trying to make an extra fast 
delivery to a new customer. 


Officials of the country’s major 
unions are not exactly pleased about 
this recent tendency of employers to 
get protection for themselves in union 
agreements, but they do not consider it 
dangerous either. It creates a healthier 
atmosphere for collective bargaining. 
An employer, they believe, who makes 
such counter-proposals is a better man 
to deal with than one who simply says 
“no” all through negotiations. The 
former will want to see the agreement 
work once it is signed; the man who 
says “no” all the time won't. 


Though every labor contract must 
be tailor-made to the needs of a par- 
ticular company and union, there are 
certain union concessions that fit almost 
any situation. 

The clause clearly stipulating which 
employees are excluded from the bar- 
gaining unit is one. 

The clause limiting an arbitrator to 
interpreting the terms of the agreement 
has saved headaches in many cases be- 
cause it prevents new issues from up- 
setting the current agreement. The 
arbitration clause is one of the most 
vital in the contract. If it is loosely 
written and permits wide-open arbitra- 
tion, the arbitrator can introduce en- 
tirely new elements into the agreement 
and become a sort of demigod who de- 
cides what the employers should or 
should not give. 


The heart of any labor agreement is 
the grievance procedure. The various 
steps through which a grievance is 
handled are extremely important. A 
Wisconsin firm found that the union 
had a habit of reviving grievances two 
or three years old. It stopped this by 
insisting on a clause under which the 


complaint was considered settled if not 
appealed within five days at each of the 
various steps of the procedure. 

It is well to reflect carefully on the 
“management” clause: First, it should 
be remembered that the labor agree- 
ment is not a statement of the employ- 
er’s rights; it is essentially only a 
modification of them. No management 
clause can possibly list every conceiva- 
ble employer function. In fact, some 
labor relations executives believe that 
such clauses are dangerous because 
they may be interpreted as limiting the 
employer to the prerogatives men- 
tioned. When such a clause is used, it 
cannot be relied upon as a total safe- 
guard of management’s prerogatives. 
It is only as good as the clauses that 
follow in which management’s func- 
tions are stated with respect to the de- 
tails of plant operation. If subsequent 
clauses, for example, require “mutual 
consent” between the employer and the 
union, then the management Clause is 
nullified. It can be further nullified by 
provisions for joint committees of em- 
ployer and union representatives to de- 
cide questions that should be answered 
by management alone. 

While so-called “harmony” clauses 
calling for the union to cooperate with 
the employer are only “window dress- 
ing”—since cooperation depends pri- 
marily upon the good faith of the 
parties—such clauses set the “tone” of 
the agreement and so are considered to 
serve a useful function. 

If the union is to be given responsi- 
bility in obtaining prompt attendance, 
increased productivity, good deport- 
ment, and reduced costs, it will need 
some authority in these matters. But 
how much authority does management 
want to give? The great majority of 
companies consider it unwise to incor- 
porate such considerations in the labor 
agreement. Rather, this is a problem 
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whose solution should interest the 
union—but the extent of that interest 
will depend on the fundamental rela- 
tionship between the company and the 
union, not on a legal instrument which 
is incapable of creating such a relation- 
ship. ' 

Mere contract wording does not 
guarantee that the agreement will work 
harmoniously, of course, nor can a well- 
written labor contract provide a good 
industrial relations program. How- 
ever, clear, specific wording can pre- 
vent many disputes as to a contract’s 
interpretation. 

It is a curious phenomenon of col- 
lective bargaining that any “stiffening” 


attitude on the part of employers that 
suggests obtaining. concessions in ex- 
change for those given can easily be 
“smeared” as evidence of anti-union or 
“union-busting” tendencies. ‘Yet it is 
this very stiffening on the part of em- 
ployers which may prove the only hope * 
for the survival of collective bargain- 
ing as a part of our democratic process. 
If employers assume a completely neg- 
ative or passive attitude, collective 
bargaining will be a process between 
government and labor. The employer 
will merely be the agent through whom 
the demands are granted or denied. 

By James. O. Rice. Nation’s Busi- 
ness, January, 1946, p. 34:4. 


Labor Costs in Principal Industries 


S ELECTED data furnished by the U. S. Department of Labor and Department 
? of Commerce show a broad variation in average weekly earnings among indus- 
tries, and decided contrasts in the ratio of labor costs to the cost of the finished 


products. 


Although the latter figures show the percentage for 1939 and weekly 


wage figures have since changed because of 1945 advances, it is likely that the 


relation between the various industries remains about the same. 


weekly earnings are for 1944: 


The average 


A = % 1939 Labor Cost of Value of Products 


B = 1944 Average Weekly Earnings 


Bituminous coal mining 
Railroads 

Telephone 

Machine tools 

Aircraft & parts (excl. engines) 


A B 
50.8% $51.27 
46.6 52.40 


Textile mill prod. & other fiber mfg. ...............-02. 


Electrical machinery 
Radios & phonographs 
Automobiles 

Retail trade 


Drugs, medicines, insecticides, etc. 


Slaughtering & meat packing 
Petroleum refining 


SPQUAMOD MATE 5 ioe esas bo vs sso 


—JoszruH D. Goopman in Forbes 12/15/45 





® FROM JUNE, 1940, to July, 1945, - « 
according to the War Production Board, 


the items produced include: 


bines and rifles, 4,200 


41,400, 
266,000,000 pairs of cotton shorts, 26,344,000 pairs of service boots, 17,400,000 


riod of five years, total war production, 
amounted to $186,000,000,000. 


Some of 
ammunition, 
car- 


000 rounds of small 


000 tons of artillery shells, 2,434,000 motor trucks, 315,000 


pieces of field artillery, 297,000 military aircraft, 86,300 tanks, 64,500 landing craft, 


6,600 naval vessels, 5,400 cargo vessels. 
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Why Industry Should Decentralize 


HILE 75 per cent of this nation 

has only 20 per cent of our man- 
ufacturing, less than 10 per cent of it 
contains 65 per cent of i.e manufactur- 
ing industry. This tiny area is pretty 
well concentrated in the northeastern 
region of the United States. It con- 
sists of Massachusetts, Rhode Island, 
Connecticut, New York, New Jersey, 
Pennsylvania, Ohio, Michigan, Illinois, 
Delaware, and Maryland. 

This region produces only 4 per cent 
of our lumber and 26 per cent of our 
minerals. In natural resources, when 
compared with the vast underdeveloped 
regions of the nation, it is compara- 
tively poor. Yet it contains 43 per cent 
of our total population and receives, as 
of 1940, 56 per cent of our national 
income. More than one-half of the 
$17,500,000,000 spent on plants and 
facilities for war production throughout 
the nation was spent right in this little 
area, which in 1939 paid 75 per cent of 
the federal income taxes. 

Incredible? Yes, and incredibly un- 
just. Of course, in the war emergency 
the government had to take advantage 
of facilities already in existence, and 
they existed for the most part in these 
11 states. 

There was a time when our economy 
was very simple. Industries grew up 
in the Northeast because fuel, water 
transportation, markets, and a labor 
supply were near at hand. But since 
that time we have discovered America. 
We have found that the West and the 
South are far richer in timber, ore, and 
agricultural products for fabrication 
than the 11 little states which have two- 


thirds of our industry. We have found, 
too, that the now underprivileged and 
underdeveloped sections of the nation 
can produce more power more cheaply 
than the rest of the nation. 

We built many war plants in the non- 
industrial areas during the war, not 
necessarily as economic measures al- 
ways, but for purposes of strategy. We 
had to spread until the danger of bomb- 
ing had passed. But has the danger 
passed yet? Do not consider the possi- 
bility of our destruction a fantastic idea, 
lest we have another more disastrous 
Pearl Harbor. A dozen long-range 
atomic rockets might simultaneously 
wipe out the principal industrial centers 
of the United States. Scientists of 
other nations will soon know our 
secrets; they may soon have greater 
secrets of their own. It would be wise 
to move quickly—just as a matter of 
security. ; 

But our first consideration is living, 
not dying. The underprivileged re- 
gions of our nation also want to live, 
and live well. If it is not immediately - 
sound economically to decentralize and 
more widely distribute industry in this 
country, to provide jobs and incomes 
for all, it will be in the long run. Fac- 
tories will attract population; popula- 
tion will create markets. If it is neces- 
sary, the government should see to it 
that the war plants now being closed 
in non-industrial areas are converted 
somehow to the purposes of peace and 
maintained until they can stand on 
their own feet. By J. A. Kruc. The 
American Magazine, January, 1946, p. 
20:6. 





® IN A RECENT STUDY of 250,000 companies, selected at random, 40 per cent 
were making no profit even in generally prosperous years, 3 per cent were netting 
less than $5,000 a year, and only 24 per cent made more than $5,000 a year. 


‘—Management Information 11/26/45 
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Office Management 


Future Developments in Office Equipment 


HERE are two schools of thought 

concerning future developments in 
office equipment: ‘The first holds that 
there will be many radical changes 
which will make much of the present 
equipment obsolete almost immediate- 
ly; the other feels that there will be 
a few major changes in the next two or 
three years, and that the majority of 
standard office machines will continue 
to look and operate very much the same 
as those now in use. 

Most available information indicates 
that the second point of view is the 
correct one. War work during the past 
few years has not only occupied almost 
all production departments, but also 
most of the time of the research staffs 
of office equipment firms. The demand 
for prewar models and machines is 
going to exceed the supply to such an 
extent that most supply companies will 
be too busy meeting the demand to be- 
gin producing new models. 

There have been a number of experi- 
ments during the war with varying desk 
heights, and some of these desks are 
already available. Colors of desk tops 
have been modified in certain cases to 
relieve eye fatigue. Special sectional 
desks have also been tried out, and it is 
believed that within a reasonable time 
after the war a few of these desks may 
be on the market. Desks which are 
wired for office machines and lamps, to 
avoid running wires across floors, will 
also be used more extensively. 

Do not expect much change in filing 
cabinets, with the exception that war- 
time wooden files, which have proved 
very unpopular, will likely be used as 
transfer files. Filing systems are con- 
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tinuing processes, and it is difficult to 
make sudden changes where large sys- 
tems are involved. The basic design of 
files will probably remain the same, and 
steel files will be difficult to obtain for 
some time. 

Rotary card systems—i.e., cards 
mounted on a wheel—have been im- 
proved considerably during the past 
few years. There have also been in- 
teresting developments and improve- 
ments in equipment for housing rec- 
ords which must be moved or trucked 
from one location to another. Some 
striking systems may be offered when 
government demands along these lines 
are relaxed. 

Standard typewriters will probably 
undergo very little change for a con- 
siderable time. There may be an in- 
tensified demand for electric machines, 
but these will be difficult to procure. 
Many companies are planning their 
typewriter replacements very carefully, 
and are acquiring new machines on the 
basis of the purpose for which they are 
to be used, rather than solely on the age 
of their present machines. 

War demands of government de- 
partments have brought out new fea- 
tures in tabulating equipment which 
have not yet reached the average busi- 
ness office. Some surprising innova- 
tions will be offered, though they may 
be difficult to obtain. It is believed that 
the government has some models which 
have proved so satisfactory that all 
existing tabulating equipment may 
eventually be superseded. 

Some new features have been intro- 
duced into addressing machines. These, 
too, may be difficult to procure. 
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Wartime shortages of aluminum and 
zinc have stimulated experiments in the 
use of paper plates and other substitute 
materials in the duplicating field. 
These are practical and economical in 
many ways, but for some uses they 
have not yet proved as satisfactory as 
aluminum and zinc plates. 


You will see many more firms using 
metered mail and other mailing room 
equipment. Smaller firms especially 
are going to find metered mail simpli- 
fied and more practical. 


New developments in the field of 
microfilm record-keeping seem fairly 
imminent. With the growing need for 
office equipment, microfilming will be 
used for many purposes besides filing. 
Portable machines are coming in, and 
will promote increased use of micro- 
photography. War has been a stimu- 
lus in this regard. 


There will not be a great many 
changes in dictating machines, though 
electrical recording will play a promi- 
nent role in this field in the future. A 
number of disk, film, paper tape, and 
other machines have been developed, 
but thus far these devices have been 
adapted primarily for recording only, 
and have not been used very exten- 
sively for dictation. 


It is feared in some quarters that the 
disposal of surplus used equipment by 
the government will swamp the second- 
hand equipment market, and may even 
affect the new machine market. How- 


ever, this should not occur to the extent 
that it did in the last war. Many be- 
lieve that only one out of every three 
machines available will be in good 
enough condition to be sold for general 
use. Military equipment undergoes 
much more severe usage than that of 
the private industrial office. Second- 
hand government equipment should be 
examined very carefully before any 
money is invested in it. 

The backlog of office equipment 
needs is terrific. The Wall Street 
Journal has estimated that demand will 
be three times the prewar normal in the 
first year after the war. The second- 
hand market has been so depleted that 
the release of government surplus mate- 
rial will probably just about bring it up 
to normal. 

Research on new models is a lengthy 
process. They must be tested thor- 
oughly in the field—even after they are 
developed—before the manufacturer 
can tool up for quantity production. 
Apparently, then, radical developments 
are not likely in the immediate future. 

Such are the signs. The months that 
follow will, of course, present a more 
exact picture. But since individual 
needs will vary, each office manager 
must examine his own particular situa- 
tion critically and avail himself of as 
much information as possible before 
requisitioning purchases. 

By Franx G. MaclItroy. NOMA 
Conference Proceedings: 1945, p. 
106 :2. 


Payroll Advances Simplified 


UAILER companies can simplify recording of advance wage’ payments by 
use of a split-column sheet. The payroll register contains the usual columns, 
including clock number, name, hours worked, computations, deductions, net pay, 
and check number. The last two are especially ruled into two horizontal sections, 
one of which is set aside for recording advance payments. 


—NOMA Conference Proceedings: 1945 
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Taking Care of Transferred Files 


RANSFERRING old material to 

storage in order to start new files 
becomes a necessity, at some point, for 
any organization whose operations are 
continuous. Consequently, a program 
of destroying obsolete records should 
' be standard practice in every office. 
Conversion from war to peace industry 
will mean larger-scale transfers than 
usual, and accentuates the need for an 
efficient system. 


It is presumed that only important 
papers are sent to the transfer file. If 
the material is worth saving, it is worth 
arranging in good order and marking 
for ready reference. Most workers in- 
tend to do the job carefully, but since 
they lack definite instructions from a 
central source, their ideas of adequate 
labeling vary. While the names of the 
persons authorizing the transfer should 
appear on the labels, transfer boxes 
labeled with the names of individuals, 
and marked “personal,” should not be 
used unless there is very good reason 
for separating certain records from the 
general file. Many hours are need- 
lessly consumed because of poor co- 
ordination of filed material. 


Use of centralized alphabetic, numer- 
ical, or chronological files—in contrast 
to small files covering specific subjects 


—entails few problems. However, 
files are often arranged according to 
subject, or in what the users term 
“logical” order. In such cases, listing 
folder titles and putting a copy of this 
list inside each box will save time. The 
mere fact that the list must be typed 
out will make for a more orderly 
arrangement, and its very use may tend 
to reduce the volume of material stored. 
Uniform box labels, providing space 
for all the desired information, together 
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with a set of written instructions for 
subsequent transferring, are also rec- 
ommended. 

Transferred files are usually stored 
in out-of-the-way corners; most com- 
panies do not provide adequate lighting 
for files that are not regularly con- 
sulted ; and file cases are often piled to 
the ceiling to conserve space. Such 
conditions make it necessary to spend 
endless time reading labels with the aid 
of a flashlight or an extension light, 
and increase the possibility of misplac- 
ing records. A sketch of each section 
of the storage room, with the box label 
information inserted at tine of trans- 
fer, will save many times the hours 
spent in making it. Files can be lo- 
cated on the sketch before they are 
moved, to eliminate any shifting after- 
ward, 

Another important step is recording 
all material transferred. Just as in- 
voices and purchase orders are num- 
bered to prevent loss and misuse, so it 
is well to number each box and post the 
label information to a chronological 
record. This helps keep boxes in file 
order, and the record itself accounts for 
every box in storage, thus eliminating 
dependence on the memory of indi- 
viduals. Another good feature of such 
a record is that new labels can be made 
up from the originals when box labels 
are lost or mutilated. Stenciling the 
numbers on the boxes makes it easier 
to locate them in dark corners. 

True, this system requires some in- 
vestment of effort and money ; but after 
the records are organized, the time 
spent in servicing them will be but a 
fraction of that which is constantly lost 
through haphazard arrangement. 

By Ipa WetcH. American Busi- 
ness, October, 1945, p. 16:2. 





Microfilming in the Office 


NCREASING .numbers of com- 
panies are discovering the benefits 
to be gained from microfilm as a means 
of preserving vital records and saving 
valuable storage space. Most effective 
argument for the use of microfilm as a 
space-saver is the fact that 98 to 99 per 
cent of storage space is conserved when 
records are duplicated on film. Further, 
by microfilming records it is possible 
to maintain a more orderly file, and 
the possibility of losing documents is 
eliminated. By use of unit index and 
proper cataloguing, microfilm is easily 
referred to, and the perpetuation of 
each record is provided for. 

The use of transfer files and storage 
cabinets, when properly supervised, as- 
sures that records will be kept in good 
order. It still remains a considerable 
problem to keep records clean unless 
the office building is air-conditioned for 
storage purposes. Because microfilm 
reduces the volume of records by 98 
per cent, however, dirt accumulation is 
likewise decreased. 

What is the expected life of micro- 
film? The Bureau of Standards has 
made exhaustive tests of film now in 
use and has determined that film man- 
ufactured and processed according to 
its standards and stored under its 
specifications will have a life of from 
300 to 500 years. Under average stor- 
age conditions and usage, the life of 
microfilm should be well beyond that 
of the better grades of bond paper. 

Generally speaking, there are two 
types of film now in common usage— 
one having a nitrate, and the other an 
acetate, base. Nitrate-base film is com- 
bustible, whereas acetate film is not. 
All microfilm is of the non-combustible 
acetate type. Consequently, the fire 
hazard of acetate film is not so great as 
that of paper. 
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The next question which might arise 
is: What is the legal status of micro- 
film records? One company had its 
attorneys prepare a booklet covering 
this question.* Many cases are cited 
where photographic records were ad- 
mitted as evidence in courts of law. 

The first step in setting up a micro- 
filming program is to survey all com- 
pany records and determine a reten- 
tion period for each. Second, it might 
be well to design a small card form on 
which the name of the record, form 
number, established retention period, 
and reference to other copies of the 
same form might be noted. The sched- 
ule for microfilming should also be 
noted on this card and, finally, manage- 
ment’s approval of the retention period 
and microfilm program of each unit 
record should be obtained. 

Next, a catalogue of records should 
be prepared from the card files. It is 
suggested that each department or di- 
vision be assigned a schedule number 
and all records be itemized under each 
schedule number. In this manner the 
catalogue of records has no limitations 
as to future expansion. Each different 
type of record will carry a separate item 
number under its respective subject. 
Later, the library of microfilm may be 
cross-indexed and filed according to 
schedule and item number. To illus- 
trate, one company has established 37 
schedules covering such divisions as 
accounts payable, accounts receivable, 
sales department, bond department, 
cost department, etc. Each schedule 
has its respective records itemized. 
Under this plan more than 500 com- 
pany records have been catalogued. 

Next, several records which are 
known to be in chronological sequence 
should be selected to initiate the micro- 


* The Eastman Kodak Company, ~N. 
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filming program. It is well to keep a 
record of the date each box of microfilm 
is completed, the date mailed for proc- 
essing, and the date received from 
the processor. This might prove valu- 
able in later years in proving that 
microfilming was done in the usual 
course of business—one condition re- 
quired for admissibility as evidence. It 
is also advisable to maintain a complete 
record of the dates original documents 
are destroyed. 

If schedule and item numbers are as- 
signed to each type of record, the sched- 
ule and item number should be noted 
on the box of film, and each box of 
film should then be numbered con- 
secutively, starting with No. 1 for each 
unit record. In this manner a micro- 
film index will be obtained which will 
show the schedule and item number, 
and each box of film will be properly 
identified for ready reference. The 
label on the box of film and the film 


index should show the box number, be- 
ginning and ending dates covered on 
each roll of film, and the first and last 
letter in the case of alphabetical records 
or the first and last number of docu- 
ments if they are arranged in numerical 


sequence. Each division manager or 
department supervisor should be pro- 
vided with a copy of his schedule of 
records. The schedule will show the 
retention period and, if the record is to 
be microfilmed, a suitable notation 
should be made thereon. 

The actual microfilm index should be 
controlled by one responsible employee. 
When reference to microfilm is re- 
quired, the employee responsible for the 
maintenance of the index should obtain 
the film, place it on the film reader 
teady for viewing, and be responsible 
for the return of the film to the file. 

Who should assume responsibility 
for a microfilming program and the de- 
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struction of records? Logically, this 
function should come under the super- 
vision of the office manager. The micro- 
film library is offered as a service to 
all divisions of the company and would 
be controlled by the office manager in 
most companies. 


Where should the microfilming be 
done? The most suitable place «to 
microfilm records is at a point in prox- 
imity to the actual storage place of those 
records. The microfilming machine is 
semi-portable and can be moved more 
easily than old records. It may be de- 
sirable to microfilm in several different 
locations, depending on existing storage 
facilities. : 

Assuming the program is now under, 
way, the question will arise: When’ 
should various records be photo- 
graphed? As the volume of records 
increases, it will be found advisable to 
establish a schedule showing which rec- 
ords are to be photographed each 
month. Some records will require 
microfilming each month, others quar- 
terly, semi-annually, and annually. In 
some cases, because of the small vol- 
ume, it will be necessary to photograph 
only every three or four years. 

It may be advisable to photograph © 
certain records, such as journal entries 
and ledger cards, at the end of each 
accounting period in order to have a 
duplicate record in case of fire or other 
disaster. Film records of this kind may 
be stored in a bank vault. It is well to 
microphotograph all original drawings 
to eliminate chances of loss or destruc- 
tion. Microfilm used for duplicate rec- 
ords should always be stored at a place 
removed from the original place of 
storage; otherwise, the insurance af- 
forded by the duplicate record would, 
of course, be lost. 

By D. A. Progsser. NOMA Con- 
ference Proceedings: 1945, p. 107:5. 
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Persounel 


You May Never Have A Strike—But 


ET’S hope you never have a strike. 

But you might as well be realistic 

and recognize that the current rash of 

strikes which has broken out over the 

face of the country can hit your plant 
too. 

Best thing to do is to take every 
possible step to prevent a strike; next 
best thing is to be prepared with a plan 
for meeting all foreseeable strike con- 
tingencies. Advance planning will help 
you present a calm and steady front, 
will eliminate the necessity of hasty and 
ill-advised improvisation, and will en- 
able you to make such adjustments as 
may be required quickly. 

What should you do if despite all 
efforts to maintain peace your plant is 
struck? No general advice is possible, 
since company policy must be based on 
the specific facts of the current situa- 
tion, must be tailor-made to fit the 
particular plant. However, while no 
specific action can be recommended, a 
discussion of the matters to be con- 
sidered when formulating a strike 
policy can be helpful. 

Experience indicates the advisability 
of a series of immediate administrative 
actions upon hearing that a strike has 
started. Purpose of these steps is to 
reduce internal dislocations and to min- 
imize the embarrassment which a work 
stoppage may cause in relations with 
customers, dealers, and suppliers. 

The list which follows indicates some 
of the possibilities in this direction. 
All responsible executives should be 
fully familiar not only with the general 
policies to be followed but with the 
particular part which each is to play in 
their execution. 

1. Make sure you know cause of 
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strike. A recent NAM Industrial Re- 
lations Department study indicates that 
the second most important single cause 
of strikes (27.5 per cent) is a group of 
personnel issues that start out at lower 
shop levels. By immediately ascertain- 
ing the cause or causes of the work 
stoppage, you may be able to set in 
motion quick remedial action that will 
settle the dispute, or at least keep it 
from spreading. 

2. Notify home office. If the strike 
occurs in a branch plant or office, notify 
your home office promptly so that any 
necessary central adjustments can be 
made. 

3. Notify dealers and sales offices. 
If the strike appears likely to interfere 
with your ability to fill orders, notify 
your dealers and sales offices: to enable 
them to make such adjustments as may 
seem required. It may be wise to es- 
tablish an over-all policy so that all 
dealers and sales offices will act in a 
uniform manner. If the strike is of 
some duration, dealers and sales of- 
fices will appreciate being advised of 
progress. 

4. Notify suppliers. The strike 
may interfere with the acceptance of 
deliveries from suppliers. Either no- 
tify your suppliers to delay their deliv- 
eries or arrange for acceptance and 
storage away from the plant. 

5. Notify customers. Promptly 
notify any customers, particularly gov- 
ernment agencies, if production and de- 
livery orders may be delayed. 

6. Prepare a strike record. Make 
a record of the events leading up to the 
strike and keep this record current as 
further events occur. If the govern 
ment should step in to settle the dispute 
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or if the case ends in arbitration, this 
record will be invaluable both in pre- 
senting the company’s position and in 
determining the facts. 

7. Prepare an estimate of damage. 
Prepare an estimate of damage, loss of 
production, lost or canceled orders, de- 
preciation, and all other strike costs 
which you have sustained. This may 
prove very useful in subsequent bar- 
gaining or settlement of the case. 

8. Protect employees and plant. 
Make sure that employees and plant 
have all possible legal protection. 

Dealing with the problems of a struck 
plant requires policy-planning as care- 
ful and expert as any ever devoted to 
sales or production. Not only is it wise 
to have this planning done at the top 
levels of plant management but, in ad- 
dition, it is usually advisable to have 
your plans checked by legal counsel to 
make certain that you will not inad- 
vertently commit what may be held an 
unfair labor practice. The following 
check-list is intended to call attention 
to matters which are likely to arise 
when a strike occurs: 

1. Public relations. Whether you 
will do anything in this field largely 
will depend on the nature of the strike. 
In the case of a minor work stoppage 
which can be ironed out with com- 
paratively little difficulty, any publicity 
which might further ruffle feelings 
might be inadvisable. On the other 
hand, having the public accurately in- 
formed may be half the battle in a strike 
involving major issues. In such case, 
be prepared to give local newspapers 
a concise and complete story of the diffi- 
culty as quickly as possible. If the 
strike is prolonged, you may want to 
keep the company’s side of the picture 
continually before the public. Any 
news released to the press should take 
into account the. public viewpoint and 
interest. 
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2. Letters to employees. It’s good 
policy to keep your employees advised 
of company plans, of the company view- 
point, and of the fact that the company 
would like to have them back on the job. 
Consider the possibility of doing this 
either by general publicity or, if feas- 
ible, by letters to the individual em- 
ployees. BUT, individual letters, unless 
carefully written and reviewed by legal 
counsel, may lead to an unfair labor 
practice charge. Where such letters are 
used, it is customary to send copies to 
any interested government agency, to 
union officials, and to the press. 

3. Saving time losses. Consider 
ways and means of salvaging as much 
time as possible while the strike is tak- 
ing place. For instance: 

(a) If the strike is not general, is it 
possible or advisable to keep the rest 
of the plant in operation? Is it possible 
to finish uncompleted work in process 
in departments unaffected by the strike ? 

(b) If the strike is too general to 
continue productive operations but 
some employees are available, what can 
be accomplished in the way of neces- 
sary cleaning, painting, repair work, 
maintenance, bringing records up to 
date, etc. ? 

4. Loss of earnings by non-strikers. 
In the event a complete shutdown can- 
not be averted, the loss of earnings 
suffered by non-strikers will raise a 
problem that must be dealt with by 
management. Should you or should 
you not continue wage and salary pay- 
ments to these employees during the 
course of the strike? What explana- 
tion shall you offer émployees whose 
wages may be cut off to prevent dis- 
affection in their ranks as well? The 
problem varies somewhat according to 
the nature of the employee groups, and 
‘in your considerations you may wish to 
distinguish between: (a) foremen and 
supervisors; (b) technical employees; 
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(c) other salaried employees; and (d) 
hourly-paid employees outside the bar- 
gaining unit on strike. Other possi- 
bilities for consideration are: (a) al- 
lowing some employees to take their 
vacations; (b) conducting training 
courses; (c) keeping employees occu- 
pied on any useful work that can be 
made available. 

5. Relations with employees. Your 
policy in dealing with the striking em- 
ployees will be influenced by a number 
of factors. Some of these are: 

(a) Whether the employees are rep- 
resented by a union which has been 
éither: (1) certified by the NLRB, or 
(2) voluntarily recognized by the com- 
pany as representing the employees for 
bargaining purposes. 

(b) Whether the strike is an eco- 
nomic strike or an unfair labor practice 
strike. An economic strike is one based 
on a dispute over hours, wages, or 
other working conditions. An unfair 
labor practice strike is one based on an 
allegation that the company has vio- 
lated the Wagner Act, as, for example, 
by discharging an employee for union 
activity. 

(c) Whether the strike is in viola- 
tion of your union contract. 

(d) Whether a large or small num- 
ber of employees is involved. 


With these factors in mind—and it 
is advisable to have the close assistance 
of competent legal counsel in determin- 
ing the existence or non-existence of 
these factors—you can give consider- 
ation to the following points: 

(a) Whether you should announce 
your willingness to meet with the union 
and its representatives (or government 
conciliators who may be drawn in) at 
all times. 

(b) Whether you should request 
union officials to get the men back to 
work as evidence of their responsibility 
and good faith—possibly going over 
the heads of local officers if they are 
uncooperative or ineffective. 

(c) Whether to engage in collective 
bargaining or make any commitments 
while the strike continues. 

(d) Whether to discharge the 
strikers and to hire replacements. 

Unlike the other matters listed above, 
which are simply guides for your con- 
sideration, there is one point on which 
there need never be any doubt—the 
public interest must always come first. 
Every policy, every proposed action 


‘should be judged by its effect on the 


public, since only in this way can the 
best interests of employer and em- 
ployee alike be served. 

NAM News, October 20, 1945, Sec- 
tion Two :2. 


Plan Guarantees 1,800 Hours of Work Yearly 


EO Fa Se a new guaranteed wage plan just announced by Parker Manufacturing 
Company, Worcester, Mass., wage earners who have been with the com- 
pany for five consecutive years are now guaranteed a minimum of 1,800 hours 
of work annually. Figuring the yearly wage for that number of hours, these 
workers will receive a minimum of $1,800 to $1,890 for the year’s work, since 


the company’s average wage per hour is $1.00 to $1.05. The requirement of five 
years’ continuous employment—a product of the war—is to be removed as soon 
as conditions return to normal. 

The wage earner must work at least 320 hours for the company during the 
year to participate in this plan. The money is paid at the end of the calendar 
year in which the worker has worked fewer than 1,800 hours, less any amounts 
received in unemployment compensation, sickness, accident or health benefits, and 
wages accruing from any other regular employment. 

—American Business 10/45 
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How to Evaluate Industrial Medical Service 


REQUENTLY employers state _ 4. In placing workers, where is the 
that they are in a position to evalu- distinction drawn between “light” and 


4 : : “heavy” work? 
ate the work of their entire organiza- 5, What “toxic” materials afe used? 
tion with the exception of that of the (a) nhcingsd ne source do you Obs 
: tain information as to the 
medical department. Management has stnioity Gf Wises toatetlete? 
long felt the need of some accounting (b) What other departments know 
system which will indicate whether the the nature of these materials? 


activities of the medical department (c) bos — Ma cyl 
are commensurate with their cost. materials? 

Likewise some check is needed which 6. What fire or explosion hazards are 
will determine the degree to which the present? 


<. ee 5 : (a) From what source do you ob- 
activities of the health service unit are tain information as to the de- 


coordinated with those of other related gree of fire or explosion 
departments hazard? 
P i ‘ (b) What other departments know 
Frequently different departments, the nature of these hazards? 


especially medical, safety and person- (c) kegels pce none 
nel, develop independent programs flammable niaterials or from 
without sufficient collaboration or un- : explosions? 

derstanding of the common problems 7, What action do you take in con- 


Sake nection with complaints respecting haz- 
of the organization and accepted meth- ardous or unhealthy working conditions? 


ods of procedure. The primary meas- What other departments are notified of 
ure of the medical department’s such complaints? 


fick is f d in th Bers 8. What action do you take when a 
elciency 1s found in the examination new process or new materials are used 


of its relationships with other depart- involving possible hazards? 


ments 9. What arrangements have been 
a 3 made to handle a major catastrophe? 
After detailed study of the problem 10. Do you attend plant meetings on 
in a large number of Canadian indus- ate, — and other welfare tao 
tries, a questionnaire has been devel- a wry naar ee 
oped which effectively measures the 11, Are first-aid courses provided? 


degree of interrelationship between the (a) Who does the teaching? 


: (b) How many workers attend? 
medical and other departments. The 12. Do you make inspections for cleani- 
following questions—to be answered ness, maintenance of sanitary facilities 
by heads of the departments con- and oe clef . ‘ 

7 a o else inspects your section 
cerned—are suggested : for the above conditions? 

1. What procedure is followed to (b) If conditions are not satisfac- 
permit a worker to visit the medical tory, to whom do you report? 
department : 13. Who makes and enforces safety 

(a) or major ss ws rules? 

t ‘ . 
tc} pe moe al roma ‘ After a questionnaire of this type 
(d) for minor illness has been answered and the results 


(e) for health advice? : i. oe : % 
2. Who decides. when a sick or in- Studied, it will soon be realized wheth 


jured worker may return to work: er or not there is interdepartmental 


(a) following occupational injury cooperation in the plant. The next 
or sickness 


(b)' following non-occupational in- Step is to find out how much is being 
jury or sickness? spent by the medical department and 


3. What disposition is made of work- : ; 1 ; 
ers in relation to their medical category? what service value is being received. 


Who decides their final placement? - To clarify the picture it is necessary 
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to outline the program of a minimum 
industrial medical service. 

Each worker should be medically 
examined at the time of employment 
and should be checked at regular in- 
tervals. The interval will depend on 
his age, his physical condition at the 
time of employment, and whether he 
is in contact with toxic materials. 
Facilities should be provided for the 
emergency care of occupational con- 
ditions and of ordinary illnesses occur- 
ring during working hours. Initial 
medical treatment for non-occupa- 
tional ailments should be supplied and 
advice given on health problems. The 
medical department should show lead- 
ership in inspecting and controlling 
sanitation and environmental condi- 
tions in the plant. It is also important 
that the medical department cooperate 
with other departments in the develop- 
ment and enforcement of programs 
designed for the welfare, safety and 
rehabilitation of workers and for the 
betterment of working conditions. 

Experience has shown that where 
this type of medical service is provided 
for a working population of men and 
women in roughly equal numbers, ap- 
proximately 12 visits per worker per 
year are made to the medical depart- 
ment. Where women alone are em- 
ployed, the figure is higher (about 18 
visits); where men alone are em- 
ployed, it is lower (about 10 visits per 
year). At least one-half of the visits 
are for minor sickness. About 60 per 
cent of the accident visits and 80 per 
cent of the sickness visits are initial 
visits, while the balance are repeat 
visits for the same conditions. 

Investigations suggest that wherever 
the visit rate drops below eight per 
worker per year, in a mixed working 
population, the medical service needs a 
checkup. A low visit rate indicates 
two possibilities: (1) The workers 
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are not being permitted reasonable ac- 
cess to the medical department; (2) 
the service provided is not satisfac- 
tory. In the latter case the work of 
the medical department often is con- 
fined to company responsibilities, with 
no service for minor conditions of ill- 
health, and no attempt to conduct an 
adult health program. Such a re- 
stricted service is frequently welcomed 
by the company physician because it 
reduces the number of visits to his 
department. 


An extremely high visit rate—e.g., 
over 18 visits per worker per year in 
a mixed working population—would 
suggest two possible conditions, both 
usually the responsibility of manage- 
ment: (1) There is no satisfactory 
procedure whereby employees can con- 
tact the medical department, the work- 
ers coming and going as they please; 
(2) certain environmental conditions 
in the plant are causing an increase in 
minor accidents or ill-health. 


A breakdown of the medical depart- 
ment’s total yearly cost figure will re- 
veal that considerably over one-half 
the budget is spent for salaries or 
wages. It is suggested that some 
“work unit” be used, in addition to 
the cost per worker per year, when 
evaluating a medical service. The 
“visit” to the medical department is a 
satisfactory work unit, and the “cost 
per visit” as well as the “cost per 
worker per year” should be shown in 
reports on the medical department’s 
work, 


An employer establishing a medical 
service can first estimate the cost on 
the basis of so much per worker per 
year. This will vary, depending on 
the salaries currently paid in the local- 
ity for medical department personnel. 
Frequently other companies in the area 
operating a medical service will dis- 
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close the amount spent per worker pet 
year. After the estimated cost per 
worker per year has been agreed upon, 
this amount divided by 12 (the antici- 
pated number of visits per worker per 
year) will give the probable “cost per 
visit.” 

At the end of the year, if the actual 
visit cost is much lower or higher than 
the estimated cost, the service requires 


investigation. Experience in medium 
and large war plants provided with a 
24-hour service indicates that the cost 
per visit to the medical department is 
approximately one dollar. With the 
return of peacetime efficiency, the cost 
per visit will be somewhat lower. 

By F. M. R. Butmer and G. R. 
McCatyi. Industrial Medicine. Octo- 
ber, 1945, p. 787:3. 


Educational Programs for Employees 


ELPING employees to improve 

their educational background is not 
a new project by any means, but it is 
fast becoming an important part of the 
industrial relations picture. Not only 
has interest increased in educational 
programs but according to a recent 
study by The Dartnell Corporation, a 
number of companies have gone far 
beyond the plans set up in earlier days. 

One of the earliest plans to augment 
employees’ education was devised by 
the banks of America. Through the 
American Institute of Banking (Edu- 
cational Division of the American 
Bankers Association) a program of 
courses especially adapted for bank 
employees was inaugurated some years 
ago. Today these courses are popular 
with both young men and women in the 
banking field. The charge for such 
courses is small, and the entire amount 
is refunded when the student com- 
pletes the course and receives his 
credit. 

Employees have also been encour- 
aged to take courses other than those 
given by the Institute. Naturally, 
such courses must be taken at acred- 
ited schools and enrollment must be 
approved by the personnel department 
if the employee wishes to receive a re- 
fund on his tuition. The refund in this 
case amounts to about two-thirds. 
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A similar plan has been sponsored 
by The Bowman Dairy Company, of 
Chicago. It is interesting to note in 
the rules established for the refund of 
tuition that the higher the employee’s 
grades upon completion of his course, 
the greater the amount of his refund. 
By this simple method, the company 
encourages employees to take the 
courses seriously and to get the most 
they can out of them. This plan of 
increasing returns for better grades 
eliminates the “something for nothing” 
idea in connection with company-paid 
tuition. 

Another plan for reimbursing em- 
ployees has been in effect at the Com- 
monwealth Edison Company of Chi- 
cago for 25 years. The rules for 
Edison employees also require that 
courses be approved. Tuition refunds 
amount to 65 per cent of the total 
original cost. 

In addition to the type of educa- 
tional courses described above, a num- 
ber of concerns have set up educa- 
tional courses of their own, most of 
which are closely related to the com- 
pany’s line of business. For instance, 
Swift & Company has supplemented 
its regular training courses with a se- 
ries. of free correspondence courses 
which pretty nearly cover all the com- 
pany’s special activities. Similarly, 
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Merck & Company, Inc., Rahway, 
N. J., has maintained its own training 
school for more than four years. Sub- 
jects include chemistry, physics, blue- 
print reading, shop mathematics, lan- 
guages. Other courses are offered if 
at least 12 persons wish to study a 
specific subject that is related in some 
way to the work of the company. Each 
student is charged a registration fee 
of $2.00, which is refunded to all who 
attend at least 75 per cent of their class 
meetings. 

In addition to its own free training 
courses in basic electricity, mechanical 
drawing, shop trigonometry, etc., Allis- 
Chalmers, of Milwaukee, Wisconsin, 
works in close cooperation with the 
local vocational schools. Employees 
who wish to take specialized or addi- 
tional training in shop or office work 
are assisted by the company in enroll- 
ing in the available courses. Assist- 
ance is also given to employees who 
wish to enroll in extension courses at 
the University of Wisconsin. 

The company also offers an oppor- 
tunity for graduate engineers to con- 
tinue their professional and technical 
education on the graduate school level 
and to accumulate a sufficient number 
of credits for a master’s degree in 
mechanical or electrical engineering. 
The tuition is paid jointly by the 
student and the company. The com- 
pany pays one-third of the fee at the 
beginning of the course and refunds 
an additional one-third if the student 
successfully completes the course. 

The International Harvester Com- 
pany has just concluded a cooperative 
agreement with the University of Chi- 
cago which provides for an adult edu- 
cation program. The program will be 
carried on at Harvester plants and calls 
for grants to the University totaling 
$125,000 to finance the first five years. 
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It is estimated that 15,000 of the com- 
pany’s 75,000 employees can benefit at 
once from this unique program. 

In 1944 the General American Trans- 
portation Corporation, Chicago, set up 
at the University of Chicago scholar- 
ships totaling an initial $100,000 in 
memory of employees who died in this 
war. One of the unusual features of the 
scholarships is that they cover tuition 
and living expenses for out-of-town 
students, with those living at home or 
adjacent to the campus allowed two- 
fifths of the total grant to be spent at 
their own discretion. In establishing 
the scholarships, the corporation had in 
mind solely the value of a general edu- 
cation as against technical, industrial, 
or specialized scientific education. 
Those eligible for grants are the chil- 
dren of General American employees, 
other than officers and corporate direc- 
tors, who have been employed by the 
corporation for not less than three 
years. 

It is not necessary to invest a great 
deal of money in an educational pro- 
gram. The main idea is to get em- 
ployees interested in educational oppor- 
tunities for themselves and _ their 
children—to instill in them the desire 
to better their chances for promotion 
in the company and to improve their 
general educational background. 

In all cases where funds are set aside 
for educational purposes, the employee 
should not be given the impression he 
is going to get “something for noth- 
ing.” It has been found more advis- 
able to let him bear part of the cost or, 
as in the case of the Bowman educa- 
tional plan, earn the refund on his 
tuition by making good grades in the 
courses he selects. 

From Experience Sheet, The Dart- 
nell Corporation, Chicago 40, IIl, 
1945. 17 pages. 
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Applying Wage Incentives to Plant Housekeeping 


LEANING and sweeping the Pas- 
saic, N. J., plant of the United 
States Rubber Company on an incen- 
tive wage basis has proved superior 
in every way to doing the same work 
on a day-rate basis. In effect for more 
than 10 years, the incentive wage basis 
has offered numerous advantages—such 
as better plant housekeeping, reduced 
cleaning costs, increased take-home for 
sanitation workers, and a basis for 
budgetary control. 

The plant cleaning job is centralized 
in one sanitation unit comprising the 
foreman (who is directly responsible 
to the plant engineer), a group leader 
(on day shift), an assistant (on night 
shift), and about 65 male and female 
workers. This arrangement provides 
for (1) supervisory personnel who are 
trained to maintain efficient house- 
keeping operations; and (2) a crew of 
workers who are likewise trained to 
do a skilled job, and whose duties and 
responsibilities are clearly defined. Be- 
cause workers are given a definite 
schedule on which to work, their duties 
are clear-cut; they know that they 
must produce a given quantity of work, 
and they experience a sense of accom- 
plishment when their quotas have been 
met—or topped. 

The incentive is based upon the 
length of time required for the com- 
pletion of an assigned group of opera- 
tions. In devising this plan, the entire 
plant was subdivided into appropriate 
areas, to represent units of cleaning 
and sweeping operations. For ex- 
ample, the locality entered on a work- 
er’s production record might simply be 
identified as “Building 11, Floor 2, 
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Department 13.” The operation to be 
performed might simply be identified 
as “No. 136.” The sanitation worker 
would know from this information that 
his assignment was to sweep the floors 
and dust the window sills within a 
definite area in the building. 

For the 60-odd jobs performed by 
the sanitation department, standard 
times were carefully worked out. For 
example, expressing one hour as 1.00, 
standard time for cleaning the shower 
rooms is 0.65; for cleaning dust col- 
lectors, 0.528; for fetching disinfectant 
from supply depot and preparing it 
for use, 0.16. 

The next step was to formulate a 
schedule of work which, in effect, also 
became a budget of anticipated costs. 
From the total number of hours of 
work required over a given time, the 
needed number of sanitation workers 
can be computed. Here another fac- 
tor is involved, however—the determi- 
nation of the daily frequency of each 
operation, which naturally has a defi- 
nite bearing on schedules and costs. 
The decision as to what this frequency 
should be depended mostly upon the 
degree of cleanliness desired for the 
plant, and was influenced in some 
instances either by the number of shifts 
worked by operating personnel or by 
the total number of employees involved. 
For example, floor aisles and thorough- 
fares might require cleaning between 
each shift. For these and similar 
operations, the number of shifts worked 
in the plant would determine how much 
time should be budgeted for this opera- 
tion. On the other hand, the frequency 
with which sanitary facilities must be 
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serviced would depend chiefly upon the 
number of employees using them. Ac- 
cordingly, separate schedules for every 
building are made up for each of the 
three shifts because of the variation 
in the number of employees in the 
plant. Because specific operations 
(such as preparing soap mixtures, 
disinfectant, etc.) are not related to 
any particular department in the plant, 
these are adjusted in the monthly sched- 
ule to cover total costs for each of the 
three shifts, rather than one. 

The monthly schedule and budget for 
the entire plant is merely a compilation 
of the 15 individual building schedules, 
plus the schedule of specific operations, 
for whatever direct-labor conditions ap- 
ply in the particular month. For any 
variation in the number of 31 days in 
a calendar month, budget costs are ad- 
justed by the control division. 

After preparation of the plant 
monthly schedule and budget, daily 
schedules are worked out, and from 
these, work schedules covering indi- 
vidual employees or small groups of 
workers. 

Each morning every employee (or 
group) in the sanitation department is 
given a “record of production” sched- 
ule when reporting for work. This 
schedule is turned in by the worker 
at the close of the day, together with 
his time card, to the timekeeper of 
the control division, who uses these 
records to calculate the worker’s earned 


It must be remembered that when 
the day’s assignment of a sanitation 
employee has been completed there is 
usually no more work to be done. To 
encourage sanitation workers to finish 
their jobs as soon as possible, they are 
paid the same wages for completion of 
work in standard time or less. If a 
worker requires more than standard 
time, however, his total earnings are 
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“gradually reduced until they reach a 


minumum point of 80 per cent effi- 
ciency. Every worker is guaranteed a 
wage no lower than that derived by 
80 per cent efficiency. Employees 
habitually falling below that level are 
considered unsatisfactory and are 
eventually let go or, if possible, trans- 
ferred to other work. Work is in- 
spected by either the foremen in the 
departments affected or the sanitation 
supervisors, depending upon the nature 
of the operations in- question. 

The following. is an illustration of 
the method by which the workers’ 
daily pay is computed. Assume a 
hypothetic hourly wage of $.60, and a 
team composed of three workers. 
Their schedule indicates that the three 
are assigned for the day to operations 
whose total standard times are 28.05 
hours. If the men complete these jobs 
in a total of 24 hours (each of three 
men having worked worked for eight), 
their pay is calculated as follows: 

28 

Efficiency = = 116.9 per cent 
24.00 
24.00 X .60 X 1.169 + 3 = $5.61 each worker 


If, on the other hand,.the three work- 
ers require 30 hours to complete the 
same quantity of work, their pay is 
calculated as follows: 

Efficiency = = 93.5 per cent 
28.05 X .60 X .935 + 3==$5.25 each worker 


The earnings of $5.61 and $5.25 
shown above compare with “standard” 
earnings of $5.61, obtained by multi- 
plying the standard hours 28.05 by the 
hypothetical hourly rate of $.60 and 
dividing the result by three (number 
of workers). When a man works 
longer than 40 accumulative “standard” 
hours per week, his daily pay is ad- 
justed, where necessary, for the stat- 
utory time and one-half based on the 
standard time allotted. 
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At the close of each month a report 
is drawn up comparing budgeted and 
actual costs of sanitation. This,report 
is most helpful to the plant engineer in 
controlling the activities of the sanita- 
tion department. It reveals the effi- 
ciency of that department and also 
shows where excessive overtime 
charges may exist. It reveals what 
work, such as removal of ice and snow 
from sidewalks, has been done “off 
schedule.” The latter classification cov- 


able items which are paid for on a 
day-rate basis. 

This wage incentive plan has sharply 
reduced unit cleaning costs. Aside 
from the gains resulting from the 
greater efficiency of organization, there 
has been a virtual elimination of soldier- 
ing on the job—one of the hardest 
problems to solve when strictly hourly 
or daily rates are paid. 

By R. W. Grisss. Factory Man- 
agement and Maintenance, December, 


ers a few unpredictable and immeasur- 1945, p. 136:5. 


Foremen Cooperate in Layout Changes 


At the Victor Adding Machine Corporation, foremen cooperate with the 
engineering department whenever changes in layout are necessary. A small 
scale model of the plant is set up, and the rearranged units are discussed by members 
of .management, including the supervisors. The new layout is then photographed. 
Supplied with these pictures, supervisors are able to tell workers in advance about 
changes. Such advance information helps to “sell” workers on changes affecting 
them and their jobs. 


—Management Information 12/17/45 


Individual Work Booths Step Up Production 


A WAY to discourage unnecessary and time-wasting conversation has been tried 
out and found successful by A. D. Raylo Motor Company, Hutchinson, Kan. 
This company has built individual three-sided work booths for small assembly 


and disassembly operations. The sides of the booths are half again as high as 
the height of the average operator, and are fitted with shelves and small compart- 
ments so that everything needed for the work is at hand. A small fan that can be 
switched on or off at will also is installed in each booth. When the operator is in 
a booth, there is nothing to distract his attention; and it is impossible for him 
to talk with anyone, even in the next booth, without raising his voice well above 
the normal pitch. 
The use of these individual booths has boosted production 30 per cent. 
—James Ciype Porter in Factory Management and Maintenance 9/45 





PRODUCTION CONFERENCE 
A Conference of the Production Division of the American 
Management Association will be held on Monday, Tuesday, and 
Wednesday, April 22, 23, and 24, 1946, at the Hotel Pennsyl- 
vania, New York City. 
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Principles of Efficient Territory Layout 


OMPANIES basing marketing 

operations on well-defined terri- 
tories have three distinct advantages 
over less provident competitors: (1) 
they have definite knowledge of where 
to place sales manpower and advertising 
to best advantage; (2) they possess 
facts on which to base a salesmen’s in- 
centive plan; (3) they have a sound 
basis for geographic control of sales 
and distribution costs. 

For the first time in 25 years, man- 
agement has a real opportunity to 
overhaul territories scientifically. Serv- 
icemen returning to selling will look 
more favorably on reassignment now 
than when they have settled down again 
into normal peacetime existence. If 
you plan to expand your sales force, 
defined territories will indicate how 
many men you will need and where they 
should be placed. If you plan no ex- 
pansion other than rehiring of returned 
veterans, redefined territories will en- 
able you to put every man where he can 
operate most effectively. Now is the 
ideal time to do the job of scientific 
sales territory planning the easy way. 

Sales territories tend to be taken for 
granted and, when poorly defined, often 
go unrecognized as the source of prob- 
lems they invariably create—for ex- 
ample: 

1. “High Spot” Selling: When a 
salesman must jump from one big 
town to the next—missing accounts in 
smaller places that he should contact— 
his territory is probably too large. 

2. High Turnover with Complaints 
of Inadequate Opportunity: Usually 
indicates certain territories are too 
small to provide fair income to sales- 
men. 
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3. Charges of Favoritism: When 
salesmen claim others have been given 
a “break” in territorial assignments, it 
may indicate territories out of balance 
in opportunity. This lowers morale and 
may cause salesmen to bargain for 
more territory. 

4. Overlapping of Territories: In- 
creases traveling expenses and confuses 
customers and records. When different 
classes of trade in a single territory 
must be contacted by different men, as- 
signment of accounts to each man elimi- 
nates overlapping responsibility. 

5. Uncovered Accounts or “Crossed 
Wires”: Inadequate coverage of po- 
tentially good customers results when 
their buying offices happen to be in one 
territory while key stores are in an- 
other. 

If you recognize here some of your 
own company’s problems, you can im- 
prove your coverage of territories—as 
several concerns have—by the following 
two-step approach to scientific terri- 
torial layout : 

1. Appraise the sales job thoroughly 
and objectively, with respect to: (a) 
number, type, and general location of 
customers; (b) relative importance of 
various types of trade accounts; (c) 
factors influencing potential demand for 
the company’s various products; (d) 
people who control the buying deci- 
sions, and how to influence their think- 
ing in favor of the company’s products. 
Your appraisal must cover and prop- 
erly weigh each important factor ; other- 
wise the evaluation of statistical factors 
in the second step will be inaccurate. 

2. Draw territorial lines to reflect 
both the company’s operating policies 
and the basic marketing conditions in 
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each area of the country. This involves 
seven distinct operations : 

(1) Draw your existing territories 
on a map, and evaluate them in terms 
of some basic measure of sales poten- 
tial: This will reveal gross inequities 
in size, and also any peculiar or special 
arrangements which may have been 
handed down over a long period of time. 
Determine, if possible, the basis used in 
establishing’ present territories. This 
will enable you—by increasing your 
knowledge of what you have—better to 
judge how much change will be neces- 
sary. 

(2) Determine the measurable fac- 
tors influencing potential demand for 
your company’s products: Factors spe- 
cifically applicable to each product 
should be measured, as they often vary 
with the product. In some fields, such 
as home appliances, statistics are volu- 
minous. In others, such as dry goods 
and toiletries, few facts bear directly 
on a product. In such cases, use the 
nearest factors. You will find relation- 
ship to your sales job in population, 
families, buying power, number of 
trade accounts, temperature, or any one 
of many factors. Valuable statistics are 
published by the Department of Com- 
merce and other governmental agencies, 
trade and professional associations, 
mailing list companies, trade publica- 
tions, and statistical research organiza- 
tions. 

(3) Determine the concentration of 
measurable factors by size or class of 
market: In order to evaluate basic 
Statistics, it is essential to determine 
their concentration or dispersion by size 
of market. 

Only 257 key markets of the country 
account for 58 per cent of the population 
and 73 per cent of the buying power 
of the nation. Knowledge of the dis- 
tribution of factors in relation to this 
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basic marketing pattern is essential in 
establishing sales coverage policies. 


(4) Select one or two basic factors 
which can be used as your index of 
potential: For example, buying power 
is often a reliable index. However, no 
factor can be used as such until it has 
been compared with other known fac- 
tors directly related to the sale of a 
product. The basic factors should be 
tested by application to several terri- 
tories where conditions are known at 
first hand. 


(5) When the factors have been 
validated, establish the minimum poten- 
tial and maximum work load which 
should be assigned to a salesman: This 
will be affected by the company’s com- 
pensation scales and sales volume out- 
look. 


(6) Determine the basic territorial 
unit in the light of the company’s sales 
coverage policies: For example, if 
sales efforts are being concentrated in 
markets over 100,000 population, these 
will constitute the territorial unit. There 
are many possible choices of territorial 
units, depending upon the character of 
the company’s selling operations. Con- 
sumer trading areas are frequently used. 
Others are industrial areas and whole- 
sale trading areas. The statistical fac- 
tors employed in establishing the mini- 
mum requirements for a_ territory 
should be summarized by basic terri- 
torial units. 


(7) Build the new territories by 
grouping basic territorial units into 
minimum-size territories in order to: 
(a) give each salesman enough poten- 
tial to earn an average income with 
average effort; (b) insure adequate 
coverage for each market. Consider 
such problems as the natural flow of 
trade; natural trade barriers, such as 
mountains, rivers, and lakes; location 








of principal cities as they affect a sales- 
man’s travel ; historical situations which 
might affect a trade account or an older 
salesman. ‘ 

The step-by-step procedure outlined 
here requires investment of time and 


money. But the result will repay the 
cost many times in the competitive sell- 
ing era just ahead. 

By Cuartes W. SmitH. Sales 
Management, August 15, 1945, p. 
100: 4. 


Estimating Costs for a New Territory 


HE simplest way to begin an out- 
of-pocket expense analysis of a 
prospective territory is to start with 
those costs which are most likely to be 
incurred as a direct result of a manu- 
facturer’s going into the new market 
area. As a general principle, all ex- 
penses incurred within the new terri- 
tory are charged to the territory itself, 
and usually include: (1) salesmen’s 
and agents’ costs; (2) transportation 
and operating costs; (3) costs of de- 
livery to customers; (4) advertising: 
In a prospective territory, of course, 
all these expenses must be estimated. 
A guide that may be used in estimating 
is the manufacturer’s experience in old 
territories, provided he has expense 
records by territories and expects to 
distribute his product in the new terri- 
tory in the same way as in the old. 
The expense items will vary percent- 
age-wise among the old territories, and 
so he must exercise judgment in select- 
ing for each expense item the territorial 
situation most comparable to that an- 
ticipated in the new territory. 
Salesmen’s or agents’ costs. Sales- 
men’s costs are an expense that might 
be estimated in this manner. For ex- 
ample, if a manufacturer’s average 
annual sales per salesman were $60,000 
and $100,000, respectively, in two old 
territories, he would have to decide 
which rate would be the more typical 
of his new territory. Then, assuming 


$300,000 sales for the new territory, he 
would need either three or five sales- 
men, depending on which rate he con- 
sidered applicable. 

The estimate of salesmen’s costs 
could also be obtained from a similar 
treatment of sales per salesman’s call 
instead of sales per salesman. But to 
use such a standard the manufacturer 
must have records of the number of 
calls usually made to obtain the sales 
volume of an old territory. Then, in 
relating the number of calls to the sales 
estimate in a new territory, the manu- 
facturer may decide to make an adjust- 
ment for the possibility that at the start 
calls may not be so fruitful in the new 
territory as in the old. 

Still another method of estimating 
salesmen’s costs is possible where sales- 
men are to be paid on a strict commis- 
sion basis. The estimated sales in the 
new territory may be multiplied by the 
rate of commission without regard to 
the number of salesmen or of calls in- 
volved. And expenses and supplies 
might be estimated by outlining routes 
covering all prospective customers and , 
multiplying the mileage involved by the 
average expense per mile traveled in 
existing territories. 

Finally, where the manufacturer de- 
cides to substitute a broker or sales 
agent for his own selling staff, his sales 
costs can be determined simply by mul- 
tiplying his dollar sales estimate by the 


The Management Review - 





rate of commission customarily paid 
for such service in the new territory. 


Transportation and operating costs. 
There are some expense items in the 
new territory—transportation, for ex- 
ample—for which experience in the old 
territories may offer little guidance. 
In this instance the freight costs of 
shipping the physical volume of goods 
represented by the manufacturer’s dol- 
lar estimate of sales volume for the new 
territory can be obtained from the com- 
mon carriers involved, without regard 
to costs of shipping to other territories. 


Similarly, the costs of warehouse 
space—where the manufacturer has de- 
cided either to rent warehouse space or 
to use a public warehouse—depend on 
the local level of commercial rents or 
warehouse rates. Since the actual 
rental or rate can be obtained on re- 
quest, there is no need to estimate this 
cost in relation to previous experience. 


Not all the prospective operating ex- 
penses of a branch warehouse can be 
obtained as readily as rents or public 
warehouse rates, however. If, for ex- 
ample, the purchase of a building is 
contemplated, there is the matter of 
estimating rates of depreciation, main- 
tenance and upkeep, alterations, local 
property taxes and assessments, and 
so on. Heat, light, water, and power 
costs can be determined more exactly 
from the previous occupant or local 
utility companies. Other operating ex- 
penses, such as equipment costs (or 
their amortization), may be determined 
from comparable situations in other 
territories. ° 


Labor costs involve estimating the 
number of clerical and warehouse em- 
ployees required to handle the volume 
of work represented by the sales esti- 


mate. Here the manufacturer’s expe- 
rience in comparable old territories is 
a helpful guide, but adjustments must 
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be made for variations in the nature or 
physical volume of the work in the new 
territory. Also, local wage rates will, 
of course, affect the total wage cost. 

Delivery costs. Local delivery ex- 
pense—where the manufacturer rather 
than his customers will bear the cost— 
may be difficult to forecast accurately 
in advance. The simplest approach is 
for the manufacturer to examine the 
local delivery cost in his most compar- 
able old territory and to relate that to 
the estimated sales volume in the new 
territory. A more accurate appraisal 
would involve a study of the number 
and location of his potential customers. 
From this he may work out future de- 
livery routes and estimate more pre- 
cisely the number of trucks and delivery 
personnel needed. 

Advertising costs. Another expense 
item which may be roughly estimated 
from the manufacturer’s experience in 
old territories is local advertising. The 
procedure is to calculate what percent- 
age of sales was spent for local adver- 
tising, including direct mail, in the 
manufacturer’s old territories, and then 
to apply that percentage to the sales 
estimate in the new territory. How-- 
ever, because an additional advertising 
effort may be required to introduce a 
product in the new district, a more 
accurate method is to calculate the costs 
of a special campaign to achieve a cer- 
tain objective in coverage, without 
reference to the normal advertising- 
expense ratio in old territories. 

There may be some question as to 
how to deal with costs incurred in pro- 
viding local repair and service facilities 
or in assembling into the finished prod- 
uct manufactured parts shipped in bulk 
from the main factory. Generally, all 
these items are direct territorial costs 
and, therefore, should be included in 
the expense calculation. Whether or 
not to build a branch plant for fairly 
















complete production in the new terri- 
tory is a separate question to be decided 
on the basis of shipping costs, construc- 
tion costs, the long-run sales potential 
of the territory, etc. 

Current operations in the new terri- 
tory would, of course, be charged with 
current production costs only, but if 
these differ from production costs at 
the home plant, the branch costs must 

-be used in figuring territorial gross 
margin. 

One final point in connection with 
expenses paid out in the territory re- 
quires clarification. There may be oc- 
casions where an expense carried in 
the new territory may benefit an older 


ALES figures are always an audit 

of the past, useful when conditions 
are static, unreliable when they are in 
flux. Our present situation is fraught 
with new and untried patterns which 
cannot be discerned through evaluation 
of past performance. How, then, can 
we know the consumer’s mind—predict 
future demand? A scientifically con- 
ducted consumer panel offers the best 
available solution to this baffling 
problem. 


A consumer panel is a group of cén- 
sumers so selected that it constitutes a 
representative sample of the market to 
be appraised. Such a sample is com- 
posed of consumers whose opinions are 
properly weighted as to income, age, 
sex, occupation, size of family, owner- 
ship or rental of homes, to conform to 


the national, sectional, or regional pat- - 


tern under observation. 

It takes weeks and, at times, months 
for goods created by a manufacturer to 
reach the consumer. It takes just as 


Consumer Panels: “Radar” of the Sales Department 





territory as well. For example, this 
kind of overlap would occur when a 




























salesman hired for the new territoryf V 
spends part of his time in an adjacent tion: 
district, or a special missionary sales-{§ refle 
man from the home office may spend of g 
part of his time in the new territory, can 
However, all expenses incurred orig-@ that 
inally for the benefit of a given territory § ing. 
are charged to it in toto, even though @ thei 
some portions of these costs may not Will 
be for its exclusive benefit. stor 
From The Cost of Entering New ist 
Markets, Economic Series No. 51, I 
Bureau of Foreign and Domestic Com- § vol 
merce, U. S. Department of Commerce, @ tur 
November 1945, p. 5:24. wh 
val 

eat 

fac 

an 

long for consumer reaction in the form § 4, 
of re-orders to get back to the plant. § ,. 
What is the manufacturer to do during J 1, 
this period of waiting? If he continues @ y. 
to manufacture the same product in the § 
same quantities as planned and_ the p 
consumers’ response.is unfavorable, he ti 
faces a loss. If, on the other hand, the b 





response is greater than anticipated, the 
manufacturer may fail to make maxi- 
mum profit. 

The panel method of investigation 
can effectively secure almost immediate 
answers to vital questions. A repre- 
sentative group of consumers are asked 
periodically to report on such questions 
as: 


















































1. How many units of a specified product 
did you buy for the reporting period? 
How much did you pay per unit of 
product ? 

What brand did you buy? 

What style or design of product did 
you buy? 

Where did you make your purchase? 
If you made a change in brand prefer- 
ence, please state why the change was 
made. 
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7. What, and how much, do you expect 
to buy during the next reporting 
period? 

When properly enlarged on a na- 
tional basis, the panel findings will 
reflect the national consumer movement 
of goods. Further, a consumer panel 
can reveal the method of distribution 
that individual competitors are employ- 
ing. By reporting where they bought 
their goods, the consumers on the panel 
will disclose the stores and types of 
stores through which the competition 
is marketing its product. . 

If each of the different elements in- 
volved in an industry from manufac- 
turer right down through distributors, 
wholesalers, and retailers knew in ad- 
vance the volume of sales to expect, 
each would know how much to manu- 
facture or to stock in both wholesale 
and retail outlets. 

As goods flow from manufacturers, 
they may either lodge for a time in the 
warehouse or stockroom of the next 
lower level, or move rapidly on their 
way. Distributors, wholesalers, and 
retailers may overbuy and become tem- 
porarily overstocked. Only that por- 
tion of products which is_ currently 
bought, and actually used, by the ulti- 


mate cofisumer can be considered 
an adequate measure of immediate 
demand. 


This research process can be carried 
one step further—into the homes of the 
consumers who have bought the goods. 
Were the products satisfactory? Were 
they used? Will more of the same be 
wanted? If so, when and in what 
volume ? 


Tn the immediate future, the patterns 
of American life will be subject to great 
change. New habits are being formed, 
new materials developed, new demands 
created. Buying power is shifting. 
Untried outlets are being employed. 
These shifting patterns will affect all 
projected purchases and demand. 


A consumer panel can be made a 
barometer of recent and current pur- 
chases as well as anticipated demand. 
Its findings can be made available to 
sponsoring retailers, wholesalers, dis- 
tributors, manufacturers, and fabrica- 
tors before it is too late; and this fore- 
knowledge cannot fail to be reflected in 
more orderly operations and greater 
profits. By ArcHIBALD S. BENNETT, 
Sales Management, October 15, 1945, 
p. 155:3. 








PACKAGING EXPOSITION AND CONFERENCE 


A. Conference and Exposition of the Packaging Division of 
the American Management Association will be held on Tuesday, 
Wednesday, Thursday and Friday, April 2-3-4-5, 1946, at the 
Auditorium, Atlantic City, New Jersey. 
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The Postwar Price Structure 


S the wartime price level seriously 
out of line with what might be ex- 
pected under conditions which we face 
during reconversion and after? Does 
the whole structure of supply-demand- 
price relationships and cost-price-profit 
relationships suggest the need for major 
readjustments? And, finally, must we 
look forward to an inflationary boom 
and collapse such as followed the last 
war, to speedy deflation, or to reason- 
ably stable prices? Let us examine 
some of the determining factors: 
Wartime price rises. There has been 
a general and substantial advance in the 
prices of almost all civilian-type goods 
during the war. The exceptions are due 
more to the inherent stability of some 
prices than to wartime controls. Care- 
ful analysis does not disclose much 
more than the usual disparity among 
individual prices or suggest the need 
for bringing them into line. Undoubt- 
edly price controls were more effective 
at some points than at others. An out- 


standing example of effective control- 


is rental rates. .In general, however, 
the record does not indicate much more 
than the usual dispersal of price 
changes. : 
Prices covered wartime costs. It is 
clear from the record that price controls 
were effective in limiting price ad- 
vances. They did not—nor were they 
intended to—prevent advances where 
necessary to secure required produc- 
tion. Neither did these controls pre- 
vent an increase in prices sufficient to 
cover wartime costs and leave high 
profits before taxes. Aggregate cor- 
porate profits before income and excess 
profits taxes in 1944 were about 25 bil- 
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lion dollars, or roughly one-fifth the 
net value of production by corporations, 
There is no major segment of the 
economy in which prices were insuff- 
cient to cover costs. 

Just as there was no large segment 
of the economy which did not experi- 
ence“large profits, so there was no im- 
portant segment where the supply was 
limited by reason of prices. The exist- 
ing price structure offered sufficient 
profits over and above costs to encour- 
age maximum production for war, and 
to provide consumers with a volume of 
goods and services as high as or higher 
than in the best prewar year. Shortages 
were relative to the demands of con- 
sumers with high wartime incomes. 
Whenever there was any doubt whether 
existing prices would encourage all-out 
production, the price ceilings were usu- 
ally liberalized. 

Consumer income and demand in the 
transition. Consumer demand during 
the period immediately ahead will de- 
pend primarily upon consumer income. 
And, obviously, with the curtailment of 
war production, reduction in working 
hours, withdrawal of some segments of 
the labor force, and loss of certain wage 
premiums, total consumer income will 
be reduced considerably. 

On the other hand, consumers have 
accumulated savings of more than 100 
billion dollars during the past four 
years. This figure is independent of 
other substantial savings in the form of 
heavy debt reduction, increased value 
of insurance policies, etc. The magni- 
tude of these savings, however, does 
not mean that a correspondingly heavy 
inflationary force will result, nor that 
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all these savings will be liquidated im- 
mediately. Some consumers will use 
these monies to meet various contingen- 
cies, such as unemployment ; others will 
continue to save against the proverbial 
rainy day. 

Nevertheless, deferred demands and 
accumulated buying power will serve 
to increase the demand for those things 
which were not available during the 
war. Accumulated buying power will 
cushion any decline in demand for the 
other goods and services resulting from 
a decline in consumer income. It will 
not, however, exert a greater upward 
pressure than it was already exerting 
toward the end of the war. 

Capital expenditures. Capital outlays 
were drastically curtailed during the 
war—from almost 20 billion dollars in 
1941 to less than two billion dollars in 
1944. Most large additions to plant 
and equipment in the war industries 
were financed by the government. 

Business holdings of liquid assets 
have increased by over 40 billion dol- 
lars to about two and one-half times 
the prewar level. The. availability of 
’ these financial resources will influence 
business judgment as to what capital 
expenditures are feasible and desirable. 
Though no exact estimate is possible at 
this time, it is clear that capital outlays 
will be large—and may well be far 
greater than those of the best prewar 
year. 

Inflation or deflation? On the defla- 
tionary side there is the sharp cut in 
government war expenditures now in 
progress and the corresponding shrink- 
age in consumer incomes earned in war 
production. Government expenditures 
in 1944 were perhaps 70 billion dollars 
above a peacetime level. Of this total, 
roughly 20 billion dollars was repaid 
to the government in business and per- 
sonal taxes. -Additional amounts were 
retained as depreciation, other reserves, 
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and undistributed profits. The remain- 
ing disposable income of individuals 
earned in war production was about 40 
billion dollars. 


This does not mean that we are fac- 
ing any vast gap between consumer 
buying power and the supply of con- 
sumer goods to be purchased. As the 
productive resources become available, 
possibly a third of the shrinkage in war 
expenditures will be offset by increased 
business outlays for capital goods, thus 
putting income in the hands of consum- 
ers without creating additional con- 
sumer goods for them to buy. 

If production of consumer goods 
should continue at the wartime rate, the 
disposable income earned in their pro- 
duction would increase because of de- 
crease in tax rates. The balance of the 
shrinkage in total disposable income can 
result in a reduction from the abnor- 
mally high rate of wartime saving 
rather than a cut in expenditures for 
consumer goods. 


Any increase in the production of 
civilian goods above the wartime level 
will result in an increase in the incomes 
earned in that production, and thus 
will affect the demand for those goods 
as well as the supply. Similarly, any 
shrinkage in production for civilians 
will mean a decline in both »buying 
power and supply. 


Because of the immediate pressure 
of deferred demands, there is need to 
hold the price front firmly on consum- 
ers’ necessities. The key to the price 
outlook, however, is production. The 
danger of a spiral of rising prices exists 
over the next few months only because 
of the time involved in converting to 
the output of civilian goods and 
services. 

Looking beyond 1946, the magnitude 
of our productive capacity—far above 
what was produced and consumed dur- 
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ing the best prewar year—is the fun- 
damental guarantee against the pos- 
sibility of a further marked rise in the 
price level. When this production is 
fully utilized, and the most pressing de- 
ferred demands are met, the problem 


will be one of finding markets for all 
that our farms, mines, and factories 
can produce. 

By S. Morris Livincston. Survey 
of Current Business, November, 1945, 
p. 12:11. 


Accounting for Wartime Expenses and Losses 


CCOUNTING procedures which 

are appropriate in the allocation 
of items as charges, credits, reserves, 
and surplus under normal conditions 
must often be adjusted to cover the ab- 
normalities of wartime operations. This 
is as true of companies that continued to 
turn out civilian goods as it is of war 
industries. The impact of war and its 
attendant government controls have 
materially affected the financial opera- 
tions of almost all companies. 

In many cases it may be appropriate 
to consider the company’s operations 
during the war period as a sepa- 
rate venture* for accounting purposes. 
Bearing in mind that the significant 
purpose of the concept of the war ven- 
ture is to assure that expenses and 
revenues attributable to the war shall 
not be carried forward and confused 
with postwar transactions, this concept 
should be interpreted broadly enough 
to permit the inclusion of all transac- 
tions falling within the years recognized 
as being within the period of war op- 
erations and should not be refined to 
the point of requiring the division of 
any such year’s operations into war and 
non-war business. 

In accounting for the operations of 


*In accounting the term “venture” is customarily 
used to describe a special undertaking that should 
be accounted for by itself, independent of other 
activities. Thus a “war venture” does not neces- 
sarily imply war production, but rather the effect 
of war conditions u the company’s financial 

rations; this would include all its economic ac- 
tivities during the war years. 
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a venture, periodic financial statements 
are recognized as being only tentative 
in nature. Thus the results of a com- 
pany’s wartime operations may best be 
appraised in their entirety. It would 
be appropriate, therefore, that after a 
company has ceased wartime opera- 
tions, material items of revenues, ex- 
penses, and losses attributable to such 
business should be reflected by recasting 
the statements previously prepared to 
report the results of the war period. In 
many situations it might be helpful in 
appraising the results of wartime opera- 
tions if the company were to present a 
statement covering the entire period of 
its wartime operation. 

The current problems of preparing 
periodic income statements for compa- 
nies whose operations were materially 
affected by the war involve the treat- 
ment of expenses and losses attributable 
to the war in (a) the year of terminat- 
ing war activities, and (b) subsequent 
periods. In respect to the financial state- 
ments prepared for the period in which 
war activities are terminated, it must be 
recognized that such statements may 
represent neither wholly peacetime op- 
erations nor wholly wartime operations, 
and their significance must be evaluated 
accordingly. 

The income statement of the final 
year of war operations, which may gen- 
erally be regarded as the period during 
which the bulk of the reconversion and 
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liquidating expenses are incurred, 
should not be burdened with more than 
its fair proportion of the war expenses. 
To the extent that expenses incurred 
during this final year exceed the best 
estimate of its proportionate share of 
the war expenses, the war reserves 
should be charged either directly or by 
transfers to income to offset the war 
expenses which have been charged to 
it, In case adequate reserves have not 
been provided, such charges might best 
be made to surplus. Balances of war 
reserves estimated to be excessive at 
the end of this period, if significant in 
amount, should preferably be trans- 
ferred to surplus. When this is done, 
or if distorting items are carried to 
income, it is very desirable that state- 
ments relating to the war period be re- 
cast to give effect to such items in their 
proper setting. 

At the end of the final year of the 
war period, a review should be made 
of the probable remaining expenses and 
losses chargeable to the war venture 
which will become determinable there- 
after. At that time, or as soon as prac- 
ticable thereafter, adjustment should be 
made for any material difference be- 
tween such estimate and the provision 
previously made therefor. An element 
of the reserve that represents current 
liabilities should be so classified in the 
financial statements. 

In subsequent financial periods, ex- 
penses and losses chargeable to war 
operations which are currently incurred 
or determined should be fully disclosed 
in the financial statements, either as 
direct charges to the war reserves or in 
aseparate section of the income state- 
ment offset by transfers from the appro- 
priate reserve accounts. When reserves 
for such items were not provided, they 
should be charged against surplus. Any 
material balance of a war reserve ulti- 
mately found not to be required should 
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be transferred directly to surplus. In 
either case it would be desirable to fur- 
nish an appropriate recasting of previ- 
ous financial statements relating to war 
operations. 


The following general types of con- 
version costs and losses are properly 
chargeable to the war venture: 


(a) All costs of alterations or relo- 
cations of plant and equipment for use 
in war production ; losses from disposal 
of facilities acquired for war use but 
not required for peacetime operation ; 
costs of maintenance deferred because 
of the pressure of war operations ; and 
provision for obsolescence of plant or 
equipment definitely allocable to war 
operations. 


(b) All net costs and losses of liq- 
uidating war business, such as inven- 
tory and commitment losses, employees’ 
separation pay, renegotiation refunds, 
payments resulting from warranties of 
war products; etc. 


(c) Reconversion costs when the 
war operations are those of a company 
which was in existence prior to the 
war: i.e., costs of reestablishing manu- 
facturing, selling, and distribution or- 
ganizations for peacetime operations. 


The specific applicability of these 
items as expenses or losses of wartime 
operation is, of course, determined ‘by 
the facts of the particular case. In de- 
termining the cost of alterations and 
relocations of plant and equipment 
chargeable to war operations, expendi- 
tures which would not be capitalized in 
the course of normal operations or- 
dinarily may be appropriately treated 
as proper conversion costs. Items 
under (c) above, however, should not 
be charged against the wartime venture 
if they would have been incurred or 
would have been covered by income had 
normal peacetime production continued 
during the war period. 
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Where property and equipment ac- 
quired for war operations, and amor- 
tized under section 124 of the Internal 
Revenue Code, have continuing peace- 
time value, it may be necessary to ad- 
just the excess depreciation or amor- 
tization charged during the war period 
in order to present properly the ex- 
penses and losses chargeable to future 
operations. 

Inventory and commitment losses 
may properly be chargeable to war 
operations when these result from price 
changes, production needs, etc. How- 
ever, it would not ordinarily be proper 
to charge as war costs, losses resulting 
from declines in inventory value occur- 
ring after a reasonable disposal period. 

Some reconversion costs, such as 
postwar advertising, are not chargeable 
to war operation even though the war 
experience has made such advertising 
necessary. Further, any accounting 
treatment of losses and expenses of war 
operations must involve a consideration 
of the tax effect of such items. The 
amount of expenses or losses charged 


to a war reserve or to surplus should 
be reduced by any material reduction 
in income taxes, renegotiation refund, 
or similar items. 

Financial statements should separate 
profits or losses arising from operations 
during the war period from those re 
sulting from operations of a subsequent 
period. Thus the selection of a specific 
accounting treatment of war expenses 
and losses should provide: (a) that 
income statements of years subsequent 
to the war reflect as nearly as possible 
only the revenues and expenses of the 
operations of those years; and (b) that 
the tentative character of periodic finan- 
cial statements covering a period of wat 
operations be emphasized by recasting 
the report in a single statement for the 
entire venture period, or in a series of 
statements for the war years, whenever 
more complete data relative to the fi- 
nancial results of war operations a 
available. : 

By Carman G. BLoucu. The Jour- 
nal of Accountancy, November, 1945, 
p. 338: 4. 


. Air-Minded Executives 


Wile a number of salesmen are now using planes in their daily work, the 
use of private planes by business has, to a large extent, been confined to com- 


pany executives whose duties entail a great deal of travel.. However, in some 
concerns the sales departments are becoming heavy users of private air transport. 

Goodyear Tire & Rubber Company, for example, has multiple uses for private 
planes. A fleet of planes is at the disposal of Goodyear executives for making 
trips to all parts of the United States, Canada, and Mexico. When not trans- 
porting Goodyear executives, the planes are often used in flights for testing air- 
plane wheels, brakes, and tires made by the company. 

Bell Aircraft Corporation reports successful use of a Beechcraft C-45 plane 
for about 15 months in transporting executives working on war production for 
the armed forces and other military items having postwar importance. In the 
future it will be used on company business as well as to transport executives to 
and from military installations, according to one company official. 

With the release of plane manufacturing capacity by the government and the 
end of many limitations on private flying, it is expected by many observers that 
industry will resume its prewar interest in aviation as a tool of business. 

—Joun GartH in American Business 10/45 





© IN 1940, the Twentieth Century Fund says, 84 per cent of our population lived 
in electrically lighted houses. Of the homes wired for electricity by the end of that 
year, 95.per cent had electric irons, 63 per cent refrigerators, 54 per cent clocks, 
49 per cent vacuum cleaners, and 35 per cent coffee percolators. 
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Insurance 


Current Problems in Insurance Buying 


STUDY of insurance policies and 
forms now available to industry 
reveals that insurance companies gen- 
erally within the last several years have 
been progressive in changing and lib- 
eralizing some forms of coverage and 
policies. This discussion is designed to 
present some of the recent developments 
which are of interest to the insurance 
buyer, and to make some suggestions 
for improving the scope and coverage 
of the industrial insurance program. 


The vandalism and malicious mis- 
chief coverage as written under the 
broad Form B became quite popular in 
wartime and, because losses were ex- 
tremely small, rates were gradually re- 
duced. Though the hazard continues 
small, there is a definite peacetime need 
for this type of insurance, and it would 
appear that such protection could now 
be offered at such a reasonable rate 
that there could be no objection to mak- 
ing it a standard feature. 

Another suggestion for improvement 
and broadening of coverage on superior 
risks with modern construction is to 
make earthquake coverage available as 
a standard part of the extended cover- 
age form. If this were made a standard 
coverage for all risks—industrial, mer- 
cantile, and domestic—probably only a 
small loading would be necessary and 
great service would be done for large 
and small property owners in prevent- 
ing financial catastrophe. This loading, 
if added to all extended coverage in- 
surance, should not have to be large 
in view of the localization of earth- 
quake losses. 


Wartime demands for continuous 
production increased the need for use 
and occupancy coverage on pressure 
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equipment and machinery. The valued 
daily indemnity form was used in most 
cases during the war and, while there 
was an “Actual Loss Sustained” form, 
it was rather restricted and not on a 
reporting basis. A desire arose for 
blanket direct damage coverage on all 
objects or on all objects in a certain 
field of operation, and a reporting form 
“Actual Loss Sustained” use and occu- 
pancy policy similar to the fire use and 
occupancy policy. After much internal 
struggle, the group coverage plan and 
premium gradation were brought forth. 

A decided improvement would occur 
if the policy were worded as follows: 
“All boilers, pressure and vacuum con- 
tainers, piping, appliances, valves and 
fittings connected thereto or operated 
therewith are insured against accidents” 
and “All rotating, reciprocating and 
electrical machinery and_ electrical 
equipment are insured against acci- 
dent.” This coverage, applied with 
judicious use of the deductible clause, 
would provide the complete inspection 
that is desirable and the loss payments 
that are necessary. While boiler and 
machinery losses have increased in re- 
cent years, this is possibly due to over- 
use and insufficient maintenance of 
equipment, and should not have too 
great an effect on rates. 

Determining the size of the exposure 
is not too great a problem now. Physi- 
cal values can be determined with suffi- 
cient accuracy with intermittent ap- 
praisals and annual revision, and the 
development of reporting-form policies 
has simplified the problems of the buyer 
immensely. With the low cost of addi- 
tional limits on casualty insurance there 
is little excuse for the buyer to be 
caught short on these items. 





No financial executive charged with 
the responsibility of protecting his com- 
pany from the many hazards that might 
destroy or weaken his organization is 
well informed until he is thoroughly 
familiar with all the sources from which 
he may obtain the many kinds of in- 
demnity he needs. He should know 
enough about the financial structure, 
operating plans, and service capacity 
of all classes of insurance institutions 
to select those in the best position to 
underwrite the particular coverage he 
requires. 

We hear many comparisons made of 
stock, mutual, and reciprocal systems of 
writing insurance, but whether any in- 
surance is good or bad depends far 
more on the management of the carrier 
issuing it than on the kind of operating 
plan that the carrier employs. Any 
particular system of insurance should 
be judged in the light of the record 


made by the leading members of that 


system. 

Of major importance to the buyer is 
the financial security of the carrier and 
its financial history. The buyer should 
ascertain from available sources the 
financial and underwriting ability of the 
carrier. Recent years have been favor- 
able for most companies, but present 
unsettled conditions and the possibilities 
of excessive losses outrunning rate in- 
creases make it advisable for the buyer 
to keep close watch on financial changes 
affecting insurance companies. 

In conclusion, here are a few sug- 


gestions for maintaining a practical in- 
surance program and keeping it up-to 
date : 

1. Make a survey of the hazards to 
which the industry in all its activities 
is exposed. 

2. Study the forms and types of 
contracts available; keep on the alert 
for all new developments. 

3. Establish definitely the size and 
extent of the exposure under considera- 
tion. 

4. After exploring the market, pro- 
cure from reliable insurance companies 
the coverage to meet that exposure. 


5. Take an active part in loss-pre- 
vention activities and participate in the 
supervision of these programs. 

6. Set up and maintain records 
which will reflect earnings and changes 
in values in order that coverage may be 
adjusted and kept in line with policy 
requirements. 

7. Subscribe to and study such 
services and publications as F C & § 
bulletins and outstanding insurance 
magazines; and last, but by no means 
least, attend the periodic conferences of 
the Insurance Division of the American 
Management Association. 

8. Affiliate with and take an active 
part in buyers’ organizations and local 
Chamber of Commerce committees. 

From an address by R. S. Bass be- 
fore the Union League Club, Chicago. 
The Weekly Underwriter, December 
1, 1945, p. 1265 :8. 





* HOW AIR EXPRESS has grown during the war years is indicated in figures 
made public by the Air Transport Association. These figures show that the air- 
lines of the United States in 1944 alone handled 1,773,823 express packages which 
weighed 34,276,834 pounds, an increasé of 345 per cent over the previous year. 
The weight of the average package increased 170 per cent. In three war years 
the total air express carried amounted to 86,705,896 pounds. 

Case histories to date on the ability of air express to avert loss of time run 


into thousands; they va 


h from getting a submarine back into action quickly 
to speeding the building of a new penicillin plant. 


—The Weekly Underwriter 5/19/45 
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Survey of Accident and Health Insurance 


A RECENT survey of 234 private insurance.companies, conducted by Ralph H. 

Blanchard for the Social Security Board, Federal Security Agency, reveals 
that 215 insurance companies, writing the major portion of accident and health 
insurance in the United States, incurred losses amounting to 55 per cent of the 
earned net premiums in the five-year period up to and including the first year of 
the war. 

Some other findings of the survey follow: 

The total net premiums written by 233 companies increased 78 per cent from 
1938 to 1942. 

The increase varied greatly among classes—from 293 per cent for life insurance 
companies that wrote only * ‘group” accident and health insurance to 2 per cent for 

“commercial travelers” accident and health associations. 

Variations in the proportion of total business done by types of company were: 
stock companies, 69 per cent in 1938 and 63 per cent in 1942; mutual companies, 
26 to 33 per cent; and assessment companies, 5 to 4 per cent. 

There were marked differences in the increases in the various classes of busi- 
ness, ranging from 681 per cent for “hospitalization,” through 197 per cent for 
“croup” insurance, to 26 per cent for “commercial” and for “non-cancellable” 
insurance, 

The actual increase in total net premiums written by the 233 companies was 
from $183,702,046 in 1938 to $326,623,227 in 1942. Comparable totals of $381,198,796 
for 1943 and $458, 790,506 for 1944 have been compiled from information supplied 
by the companies. Thus it will be seen that the rate of increase, which was 78 
per cent in the period comprising four prewar years and the first war year, was 
accelerated as the war progressed. The increase in the two years that followed the 
end of the period covered in the study amounted to about 40 per cent. 


A Standardized Safety Color Code 


SE of color to warn, caution, and direct in the interest of saving lives and 
property is not new. However, its many applications had not been coordinated 
into a unified system until the American Standards Association produced the Safety 
Color Code for Marking Physical Hazards, a system for introducing uniformity 


urance into the industrial usage of color. 
means The standard, as cited below, is a codification of certain already widely recog- 
aces of nized concepts regarding use of color for safety purposes : 


Red is indicated (1) for the identification of fire protection equipment and 
apparatus, (2) to warn of danger, (3) to signify ‘ ‘Stop.” 
Yellow is indicated for caution, and for marking physical hazards such as: 


erican 


active striking against, stumbling, falling, tripping, etc. ; : 
Green is indicated for safety and for location of first-aid equipment. 

1 local he ns Black, or a combination of the two, for housekeeping and for traffic 
ees. markings. 

ss be- Much of the standard deals with suggested applications for these colors—e.g., 
‘icago. the marking of safety cans, fire sirens, posts, hand rails, unguarded edges of plat- 

forms, location of gas masks, stretchers, etc. 
ember The question of whether to use white or yellow for traffic markers ‘excited 


some controversy. The A.S.A. Committee felt that, since most paint manufac- 
turers are already producing a special paint known as “traffic marker white” and 
since white has been accepted for highway traffic and stands out better than yellow 
in dimly lighted areas, they would continue to recommend white for traffic mark- 
ings inside plants. 

Many comments were received concerning the choice of color for specially 
protected containers used to store or dispense small amounts of gasoline and other 
highly flammable liquids. Such containers (called safety cans) have been painted 
ted by custom, and this practice is even incorporated into some municipal regu- 
lations. The Committee directed that such cans should continue to be painted red; 
but, in light of the comments, it also provided for “some additional clearly visible 
identification, either | in the form of a yellow band or the name of the contents 
em on the can.’ 

An admonition was written into the standard that “the marking of physical 
hazard by a standard color warning should never be accepted as a substitute for 
the complete elimination of the hazard wherever this is possible.” 
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WHEN ForEMAN AND STEWARD BarGAIN. By 
Glenn Gardiner. McGraw-Hill Book Com- 
pany, Inc., New York, 1945. 194 pages. 
$2.00. 


Reviewed by Harold B, Baker* 


The theme and tc-- of this valuable little 
book are established by Mr. Gardiner’s open- 
ing statement that he has written it for those 
foremen who want to develop and maintain 
successful relations with union stewards and 
not for those who merely want to win argu- 
ments with stewards. 

Foremen will find the practical treatment 
of the problems in this area a definite aid in 
learning how to do a better job of dealing 
with union stewards. The content and ap- 
proach of the book are such that it should 
make its greatest contribution to foremen 
who are being faced for the first time with 
the necessity of dealing with a union and to 
those who are just taking up duties as fore- 
men, 

Foremen will want to read the book care- 
fully to absorb the wealth of instruction it 
contains and to keep it handy as a reference 
in emergencies. In style it is straight- 
forward and clear. Its simple, direct state- 
ments and logical organization of material 
make it understandable and interesting. 

The reappearance of certain points, such 
as getting all the facts before acting and 
standing ) He when one is certain he is right, 
is so handled as to give the effect of pro- 
viding emphasis rather than of being repeti- 
tious. Some contradiction appears to be in- 
volved in the advice in some sections that 
requests and grievances should be acted upon 
promptly, while in other sections the recom- 
mendation is that time—often the full amount 
allowed by the grievance procedure—should 
be taken to make certain that all the facts 
_ been weighed before decisions are made. 

Mr, Gardiner adequately stresses the fact 
that the crucial point in day-to-day collective 
bargaining is the relationship between fore- 
men and stewards. To give the foreman 
necessary background information for his 
part in this task, the author has devoted his 
first chapters to an explanation of the effects 


* Assistant Professor of Management, School of 
Business, Indiana University. 
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of the National Labor Relations Act on the 
foreman’s activities and of the rights and 
duties of the steward. He makes it clear that 
the foreman must expect to find in the 
steward a capable bargainer, clothed with 
the considerable power of the union contract 
and the voice of the union members. The 
lion’s share of the responsibility for success- 
ful relations rests with the foreman. 

Chapters are devoted to discussions of how 
to handle antagonistic stewards and how to 
maintain prestige and discipline while dealing 
with the union and the stewards, The author 
then proceeds to suggest methods by which 
the foreman can win the steward’s confidence 
and cooperation and enlist his aid in such 
matters as quality, safety, and problem em- 
ployees. 

Mr. Gardiner goes beyond his immediate 
theme to consider more broadly the problem 
of human relations in a plant, especially the 
prevention and handling of grievances. The 
final chapter on “The Foreman as a Part of 
Management” might well be a separate ar- 
ticle. This is not to say that the suggestions 
in these chapters are not well taken, for they 
certainly cover significant points in a fore- 
man’s job. 

Top management would do well to read 
this book if for no other reason than to 
secure renewed appreciation of the impor- 
tance of the foreman in labor-management 
relations. As Mr. Gardiner indicates, recog- 
nition of this importance must carry with 
it the realization that foremen deserve. and 
require support in their task. 


COUNSELING METHODS FOR PERSONNEL 
Workers. By Annette Garrett. Family 
Welfare Association of America, New 
York, 1945. 187 pages. $2.00. 


Reviewed by W. J. Dickson* 


Early in 1944 the Family Welfare Asso- 
ciation of America assigned one of its staff 
members the task of surveying the rapidly 
growing field of industrial personnel coun- 


* Chief, Personnel Counseling and Training Divi- 
sion, Western Electric Co., Inc., Chicago. 
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seling, primarily for the purpose of determin- 
ing similarities and differences between such 
programs and social case work. Her find- 
ings* indicated that while each field was dis- 
tinctly different there were overlapping areas, 
where the principles of case work would be 
useful to the industrial counselor. 

In the present volume Miss Garrett, Asso- 
ciate Director of the Smith College School 
for Social Work, has undertaken the difficult 
task of stating in clear and simple language 
the basic concepts and methods of social case 
work for the use and guidance of the per- 
sonnel counselor. Her work betokens a sin- 
cere effort on the part of herself and the 
Association she represents to meet the in- 
dustrial counselor half way and make avail- 
able to him the results of long years of ex- 
perience and research in a related field. 

The book is divided into four parts. The 
first discusses the orientation of the coun- 
selor toward the counselee and attempts to 
provide him with a basis for understanding 
human behavior. Part two discusses basic 
counseling methods, which, as presented here, 
are largely diagnostic and include observa- 
tion, listening, questioning, and guiding. Part 
three deals with specific counseling problems 
such as induction and exit interviews and re- 
ferrals of specific cases to social agencies, 


while part four discusses the relationship 


between counseling and case work. 

To assess the usefulness of such a work to 
the industrial counselor is difficult because 
this will vary with his function and place in 
the organization. It is well known that coun- 
seling programs are widely divergent in pur- 
pose, method, and organization, and the field 
is too sketchily explored for anyone yet to 
say what it should be. Undoubtedly every 
large organization has a place for the useful 


* Counseling Services for Industrial Workers, by 
Mary Palevsky, Family Welfare Association of 
America, New York, 1945. 


application of the skills Miss Garrett has 
presented, whether in its counseling organiza* 
tion, personnel department, or social service 
organization. In the company with which 
the reviewer is associated, for example, this 
work is a function of the employees’ service 
department whereas the personnel counseling 
activity is the function of a separate depart- 
ment and has quite a different purpose. 

The field of “in-plant” adjustment is much 
broader and richer than anyone not inti- 
mately acquainted with modern industrial 
organizations can fully realize. Properly 
conceived, an industrial counseling program 
can render a positive service to all employees, 
relatively few of whom would come under 
the egis of the case worker. When consid- 
ered in its broader purpose—as a program 
addressed to assisting in maintaining equili- 
brium in the inter-personal relations of a 
work group and not to isolated individual 
“problems”—the case worker’s technique and 
modus operandi are inadequate to the situa- 
tion, and more refined methods are needed. 
The developments presently taking place in 
the non-directive interview and in rigidly 
“structuring” the counselor’s function both 
in terms of the employee and in relation to 
the entire industrial structure hold forth 
promise of establishing a new field of per- 
sonnel work which goes far beyond that en- 
visaged in the present volume. And just as 
the case worker requires special skills and 
tools for his specific function, so4he indus- 
trial counselor in this new field will need his. 
As Miss Garrett has pointed out, this does 
not mean that the two fields do not have 
much to contribute to each other, and she is 
to be commended for her effort to make the 
case worker’s- contribution available. Per- 
haps if is not too much to wish that eventu- 
ally the field of personnel counseling will be 
able to return the compliment, with a re- 
sultant enrichment of social case work. 





Briefer Book Notes 


[Please order books directly from publishers | 





‘THE INDUSTRIAL HOUSEKEEPING MANUAL: Methods—Schedules and Or- 
ganization. By R. F. Vincent. National Foremen’s Institute, Inc., Deep River, Conn., 1945. 
115 pages. $2.50. Addressed to building managers, supervisors, and cleaning crew foremen, 
this book provides a guide to’the establishment of an adequate housekeeping and sanitary 
work program. Operating instructions and work procedures covered are the result of mo- 
tion and time studies, field experience of many trials and errors, discussions with repre- 
sentatives of equipment firms, and knowledge of the chemical characteristics of cleansing 


materials. 
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ORGANIZATION OF TECHNICAL RESEARCH IN INDUSTRY. Prepared b 
a* Committee of the Industrial Research Institute, New York, 1945. 16 pages. Gratis. i 
monograph outlines the organization of an industrial research laboratory. Discusses sud 
topics as: size of the technical research budget, specialization in an industrial researd 
group, the research department, process development, products service, technical libra 
work, patent work, the cost of a research man, organization, unit, setup of organizatio 
coordination and the place of research in the company. 


OFFICIAI, CONTAINER DIRECTORY. Board Products Publishing Compan 
Chicago, 1945. 114 pages. $3.00. Contains complete lists of manufacturers of corrugate 
and solid fiber boxes, folding cartons, set-up boxes, fiber cans and tubes, fiber drums a 
pails, and automatic packaging machinery. Each industry is listed as a separate section 
weeny and by states. Companies, plants, equipment, personnel, and styles of productg 
are shown 


THE PSYCHOLOGY OF SEEING. By Herman F. Brandt. The Philosophie 
Library, New York, 1945. 236 pages. $3.75. This volume provides first-hand informatig} 
about ocular patterns and their psychological implications. Advertisers will be intereste 
particularly in the findings reported in Part IV (“Advertising—Evaluated by Means g 
Photography’ ”), while Part V (“Learning—Revealed by Ocular Performance”) feature 
material of interest to industrial trainers and educators. 


INDUSTRIAL PURCHASING: With Hints on Working with Purchasing Age 
By Edwin Laird Cady. John Wiley & Sons, New York, 1945. 262 pages. $2.75. Presen 
an over-all picture of the purchasing function and its importance to industry. Deals e 
tensively with ways by which the purchasing agent may get the best out of suppliers 2 
the salesmen who represent them. Even more, it tells other departments, especially sal 
departments, how to go along with the advances which are being made in the technique 
industrial purchasing every day. 





PUBLICATIONS RECEIVED 
[Please order directly from publishers] 





Your Income Tax. By J. K. Lasser. A Carre Poicy ror THE UNirEp NATION 
Simon and Schuster, Inc., New York, By Corwin D. Edwards et al. Columbi 
1946. 168 pages. $1.00 University Press, New York, 194 


CREDIT Sn me Suni voce ag 7 By 124 pages. $1.25. 
Donal ilhelm, .Jr. Economic ma : 
: 7 Business ADMINISTRATION. By : 
34 Series No. 46, Bureau of Conant. The Gregg Publishing on ‘Net 
oreign and Domestic Commerce, De- York, 1945. 329 pages. $3.00 
ong oa’ pene wi gg bits ory ° pag _— 
D. C., 1945. Available from Superin- 
tendent of Documents, U. S. Government Re ee 
Printing Office, Washington 25, D. C. —_—. Field et al. American Industrial D 
es. A velopment Council, Charleston, S. C., 194 
FREEDOM UNDER PLANNING. By Barbara 76 pages. $1.50. . 
Wootton. The University of North Caro- 
lina Press, Chapel Hill, N. C., 1945. THe Anatomy or Peace. By Emery Reve 
180 pages. $2.00. Harper & Brothers, New York, 194 


Roap to Reaction. By Herman Finer. 275 pages. $2.00 


Little — and a Boston, Mass. rare ApMINISTRATIVE MACHINERY FOR T r 
1945. pages. $2.00. CONCILIATION AND MEDIATION oF L 
Your Own Store anp How To Run It. Disputes. By John F. Duffy, Jr. Bure 
By Robert F. Chisholm. Thomas Y. of Public Administration, University 
Crowell Company, New York, 1945. California, Berkeley, Calif., Oct., 19 

90 pages. $1.00. 48 pages. 50 cents. 
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